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Item 1: Business
General

MediaNews Group, Inc. (“MediaNews” or “the Company”), a Delaware Corporation, was founded in March 1985. We
are one of the largest privately owned newspaper companies in the United States in terms of daily paid circulation. We
publish 54 market dominant daily and approximately 80 non-daily newspapers in 12 states, including suburban markets in
close proximity to the San Francisco Bay area, San Jose, Los Angeles, New York, Baltimore and Boston. We also own
metropolitan daily newspapers in Denver, Salt Lake City and Detroit that operate under joint operating agency (“JOA”)
agreements. The newspapers we currently control had combined daily and Sunday paid circulation of approximately 2.6
million and 2.9 million, respectively, as of March 31, 2006 (including the daily circulation of the San Jose Mercury News and
Contra Costa Times in California, which were acquired on August 2, 2006, and The Monterey County Herald in California
and the St. Paul Pioneer Press in Minnesota, which we began managing on August 2, 2006 — see further discussion under
“Recent Transactions”). We have grown primarily through strategic acquisitions, partnerships and, to a lesser extent, internal
growth. One of our key strategies is geographic clustering. This strategy involves acquiring newspapers, or partnering with
newspapers, in markets contiguous to those in which we already operate. Clustering has allowed us to realize substantial
revenue synergies and cost efficiencies, resulting in higher operating cash flow growth at those newspapers than they would
have achieved on a stand-alone basis.

Our newspapers are generally positioned in markets with limited direct competition for local newspaper advertising.
Start-ups of new daily newspapers in suburban markets with pre-existing local newspapers are infrequent. We believe that
our newspaper markets, taken as a whole, have above average population and sales growth potential. Most suburban and
small city daily newspapers, such as a majority of the newspapers we own, have the leading or sole distribution in the
markets they serve. Suburban newspapers address the specific needs of a community by publishing a broad spectrum of local
news as well as advertiser specific editions which television, because of its broader geographic coverage, is unwilling or
unable to provide. Thus, in many communities, the local newspaper provides a combination of social and economic services
in a way that only it can, making it attractive for both consumers and advertisers. Our suburban newspapers generate the
majority of their revenues from local retail, classified and circulation sales, which we believe are less affected by national
economic trends and therefore tend to provide a more stable base of operating cash flow. On the other hand, our metropolitan
newspapers generate significant print revenues from high margin national and employment advertising, which is strongly
influenced by national and local economic conditions and trends.

In conjunction with several of our daily newspapers, we operate sizeable weekly newspaper groups that extend our reach
and advertising opportunities in and around our daily newspaper markets. Suburban weekly newspapers allow us to attract a
different base of advertisers than our paid daily newspapers, such as small local retailers, local classifieds and restaurants,
which improves our competitive positioning, reduces the threat of competition from direct mail and shoppers (free circulars)
and achieves greater household penetration in our newspaper markets. Our largest suburban weekly newspaper groups
operate in conjunction with our San Francisco Bay area newspapers, Los Angeles Newspapers Group and Connecticut Post.




million (plus reimbursement to Hearst for its cost of funds with respect to its purchase of such newspapers) if for any reason
Hearst’s equity investment in us is not consummated within six months. We would need to obtain additional financing to
fund this purchase. If necessary, we currently intend to fund the purchase price of the St. Paul Pioneer Press and The
Monterey County Herald through equity investments from other sources or debt issued by a newly formed holding company
that would be the parent company of MediaNews. A portion of the purchase price related to The Monterey County Herald
would be funded by one or more partners as described below.

On April 26, 2006, we also entered into an agreement (the “Stephens/Gannett Contribution Agreement”) with Gannett
Co., Inc. (“Gannett”) and S.F. Holding Corporation (“Stephens™), formerly Stephens Media Group, pursuant to which
Gannett and Stephens agreed to contribute their pro rata share of the initial purchase price (plus estimated transaction fees
and expenses) of The Monterey County Herald for a total ranging between approximately $27.4 million and $38.4 million
depending on whether The Monterey County Herald is purchased by the California Newspapers Partnership or, if necessary,
a new partnership between us and Stephens, to be owned 67.36% by us and 32.64% by Stephens.

Debt

On September 8, 2005, we amended our December 30, 2003 bank credit facility (the “amended facility”). The amended
facility maintained the $350.0 million revolving credit facility, the $100.0 million term loan “A” and provided for a $147.3
million term loan “B,” which was used to pay off a term loan “C” facility. On August 2, 2006, we entered into another
amendment of the amended facility. The August 2, 2006 amendment was entered into in order to create a new $350.0 million
term loan “C” facility and to authorize us to purchase the Contra Costa Times, San Jose Mercury News, The Monterey
County Herald and the St. Paul Pioneer Press. The $350.0 million term loan “C” facility was funded on August 2, 2006 and,
used along with borrowings under our revolver, to pay our portion of the purchase price of the Contra Costa Times and the
San Jose Mercury News.

The term loan “B” bears interest based upon, at the Company’s option, Eurodollar or base rates, plus a borrowing margin
of 1.25% or 0.25%, respectively. Term loan “B” requires quarterly principal payments as follows: $0.4 million through
December 2009; $35.2 million from March through September 2010, with the remaining balance due at maturity on
December 30, 2010. Term loan “C” bears interest based upon, at the Company’s option, Eurodollar, plus a borrowing margin
of 1.75%, or base rate, plus a borrowing margin of 0.75%. Term loan “C” requires quarterly principal payments as follows:
$0.875 million through June 2012; and $82.25 million from June 2012 through March 2013, with the remaining balance due
at maturity on August 2, 2013. Amounts repaid under the term loans are not available for re-borrowing. Borrowings under
the revolving facility may be repaid and re-borrowed, subject to usual and customary conditions for facilities of this nature.
The revolving credit facility reduces to $250.0 million on December 30, 2008 and matures on December 30, 2009.

Other Transactions
Texas-New Mexico Newspapers Partnership

Effective December 26, 2005, we restructured the Texas-New Mexico Newspapers Partnership (“TNMP”) whereby we
contributed to TNMP our Pennsylvania newspapers, The Evening Sun (Hanover), the Lebanon Daily News and our interest in
the partnership that publishes the York Daily Record and York Sunday News, which will continue to operate under the terms
of a JOA agreement along with The York Dispatch. Our partner, Gannett, contributed The Public Opinion in Chambersburg,
Pennsylvania. As a result of the contributions and the amendment of the TNMP agreement, TNMP became a 59.4% owned
consolidated subsidiary of ours.

Prairie Mountain Publishing Company

On February |, 2006, we formed the Prairie Mountain Publishing Company (“PMP”) with E.W. Scripps Company
(“Seripps™). Upon formation of PMP, we contributed substantially all of the operating assets used in the publication of the
newspapers published by Eastern Colorado Publishing Company comprised of several small daily and weekly newspapers
published in eastern Colorado, and Scripps contributed substantially all of the operating assets used in the publication of the
Daily Camera and the Colorado Daily, both published in Boulder, Colorado. In addition to the assets contributed to PMP,
we paid Scripps approximately $20.4 million to obtain our 50% interest in PMP. Scripps owns the remaining interest in
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PMP. As a result of the partnership formation, we no longer consolidate the operations of Eastern Colorado Publishing
Company and now account for our share of the operations of PMP under the equity method of accounting.

Detroit

Effective August 3, 2005, we purchased the editorial assets of The Detroit News, published in Detroit, Michigan, and a
5% limited partnership interest in the Detroit JOA for approximately $25.0 million. We are responsible for the news and
editorial content of The Detroit News for which we receive a fixed monthly preferred distribution with possible incremental
distributions beginning in 2009 based on profit growth. Under the terms of the Detroit JOA agreement, we are reimbursed
for our news and editorial costs. Because of the structure of the partnership and our ownership interest, we account for our
investment in the Detroit JOA on the cost basis.

Operating Strengths and Strategies

Our long-term operating strategy is to increase revenues and operating profit through geographic clustering, partnerships
and internal growth. Our internal growth strategy is built on our key strengths, which include development of new revenue
streams, local news leadership, circulation growth and prudent cost controls. In addition, we seek to drive revenue growth in
our Internet operations by leveraging our local content across a diverse array of classified advertising categories, including

employment, automotive, real estate and other Internet verticals.

Geographic Clusters and Partnerships. One of our key acquisition strategies is to acquire newspapers in markets
contiguous to our own. We refer to this strategy, which we pioneered, as “clustering.” Clustering enables us to realize
operating efficiencies and economic synergies, such as the sharing of management, accounting, newsgathering, advertising
and production facilities. In addition, we seek to increase operating cash flows at acquired newspapers by reducing labor
costs and implementing overall improvements in cost management. Clustering also enables us to maximize revenues by
selling advertising into newspapers owned by us in contiguous markets. We believe that this strategy allows us to achieve
higher operating margins at our clustered newspapers than we would realize from those newspapers on a stand-alone basis.
The acquisition of the San Jose Mercury News and Contra Costa Times is a continuation of this strategy. The California
Newspapers Partnership (“CNP”), the Texas-New Mexico Newspapers Partnership and Prairie Mountain Publishing
Company are also all extensions of this strategy.

New Revenue Streams. We focus on developing and implementing new revenue initiatives and exporting these initiatives
across all of our newspapers. Launching niche publications is one of our key initiatives. For example, in Denver, we
launched YourHub.com, a zoned weekly, distributed in the newspaper, which is published from content created on the
Internet by people in the community. We also launched Flipside, an entertainment publication in York, targeting 18 to 34
year olds in that market. We have other revenue growth initiatives, such as a monthly contest for the “best new revenue
initiative,” revenue Think Tanks with our top sales executives, TOMA (“Top of Mind Awareness”) which introduces local
advertisers to the power of newspaper advertising and SWAT programs which utilize the skills of our best sales
representatives in a sales blitz at a sister newspaper. Our Los Angeles Newspaper Group publishes IMPACTO USA, a
weekend home delivered Spanish-language newspaper. /IMPACTO USA is home delivered every Saturday to over 250,000
targeted Hispanic households in Central and East Los Angeles, Long Beach and the San Fernando Valley under a distribution
strategy developed through the-Latino Newspaper Network, a marketing and advertising sales partnership in which we
participate. In conjunction with these programs, we utilize market research, demographic studies, zoning, strong local market
penetration and active community involvement to develop and implement marketing programs that allow us to maximize our
share of the available advertising dollars in the market whether in print or online. An expansion of our zoning strategy is
YourHub.com, described above, which publishes separate community editions. YourHub.com has over 40 online zones,
along with 15 editorial and 10 advertising zoned editions of YourHub.com which are distributed weekly in both Denver
newspapers on Thursday.

Local News Leadership. We believe that we have assembled the largest local newsgathering resources in our markets,
and we are committed to being the leading provider of trusted high quality local news in those markets. Each newspaper is
locally managed and sets its own news coverage and editorial policy based on the local market. Our focus on in-depth local
news coverage sets us apart from other news sources in our markets, contributing to reader loyalty and increasing franchise
value. With the timeliness and availability of national and world news 24 hours a day on television and the Internet, we
believe that providing in-depth local news coverage is invaluable and is what sets us apart from other news sources. To
foster reader interaction and participation, we introduced “citizen journalism” with YourHub.com in Denver whereby local




news content and photos are submitted directly by readers. In Denver, we have also introduced Podcasts in which The
Denver Post’s top headlines, presented in an audio version, can be downloaded from the newspaper’s Web site,
www.denverpost.com, onto a digital audio device, such as an iPod, and listened to on the go. Our ongoing involvement in
the communities in which we operate not only strengthens our relationships with these communities but also provides our
advertisers a superior vehicle for promoting their products or services. Although our focus is primarily on local news, we are
committed to providing quality national and international news coverage when it is of particular interest to the local
community.

Our newspapers are designed to visually attract readers through attractive layouts and color enhancements and have
received numerous awards from state press associations as well as other peer organizations for their editorial content, local
news and sports coverage, and photography. The majority of our newspapers receive awards annually for excellence in
various editorial categories in their respective regions and circulation size.

Circulation Growth. We believe circulation growth is essential to maintaining and growing the long-term franchise value
of our newspapers. Accordingly, we have and will continue to make significant investments in circulation promotion,
telemarketing and other circulation growth campaigns to increase circulation and readership. Our circulation growth
strategies are focused on growing home delivery and single copy sales, the most desired circulation types for our advertisers.
We also design our management incentive programs to reward our publishers for circulation growth at their daily
newspapers. Changes in the telemarketing rules, including the National Do-Not-Call Registry, are having an impact on our
ability to gain subscriptions through telemarketing; however, we are not prohibited from calling those persons who are not
registered with the registry or those persons who are, but with whom we have had a pre-existing relationship during the prior
18 months. Other home delivery circulation marketing programs are being implemented to offset the impact of the reduction
in telemarketing orders. While growing circulation volumes is important, we continue to balance this with an eye on
circulation profit by instituting programs that target the replacement of higher churn short-term circulation orders with lower
cost, longer term circulation orders, thereby delivering a stable subscriber base for our advertising customers and controlling
subscriber acquisition costs. In the past, this strategy has improved circulation profits, but in some cases decreased
circulation home delivery volumes in the short-term. Throughout the industry, circulation has been a challenging area.
According to an analysis completed by the Newspaper Association of America, the industry as a whole reported a decline in
total circulation by 2.5% while Sunday declined by 3.1% for the six month period ending March 31, 2006 as compared to the
same period a year ago. Sunday circulation at our newspapers declined by less than 1% after excluding Denver JOA and a
few of our papers in the very competitive Los Angeles market where management made the decision to continue bringing
circulation down. The individual paid circulation on Sunday for this same group increased by nearly 1%. We continue to
implement technology to enhance demographic targeting of potential subscribers aimed at acquiring and retaining what our
advertisers consider to be high quality subscribers. We have also started offering electronic replica editions to subscribers at
several of our papers. This meets the needs of customers who prefer an electronic edition and also saves the cost of printing
and delivering those newspapers.

Cost Controls. We focus on cost control with particular attention on managing staffing requirements. At newspapers
with collective bargaining agreements, management strives to enter into long-term agreements with small annual increases.
In addition, we further control labor costs through investments in state-of-the-art production equipment that improve
production quality and increase operating efficiency. Our investments, such as a new production and office facility in Salt
Lake City and in Denver, not only will cut costs through the implementation of 48 web width and shorter cut-off on the new
presses as well as lower staffing levels, but will also make significant improvements to the reproduction and color quality of
the newspapers. The Salt Lake City facility became operational in the spring of 2006; the production facility in Denver is
expected to be fully operational in January 2008.

We are equally focused on newsprint cost control and are reducing the web width to 48” on the majority of our presses
resulting in newsprint volume savings of 4%. In addition to volume savings, each of our newspapers benefits from the
discounted newsprint pricing we obtain as one of the largest newspaper groups in the United States. We purchase newsprint
from several suppliers under arrangements resulting in what we believe are some of the most favorable newsprint prices in
the industry.

Internet. MediaNews Group interactive (“MNG:”), our Internet subsidiary, drives the interactive media business of our
Company and manages the centralized technology infrastructure that supports each of our local sites. Our strategy is to use
the Internet and other electronic media to enhance and broaden our position as the leading provider of news, information and
services in our local media markets. Our interactive operations are growing market share and extending the profitability of




our local media franchises by leveraging our extensive newsgathering resources, print and online sales infrastructures and
partnering with providers of emerging technologies and industry leaders, including Internet portals, broadband and wireless.
We expect to extend the reach of our brands beyond our core and existing print audience to attract a younger and more
diverse audience. Finally, we are cultivating relationships with new and existing advertisers by proactively addressing their
needs by providing multimedia packages, among other things.

We launched a significant new alliance with Yahoo! Hot Jobs which provides employers more visibility and distribution
for their job postings and provides job seekers the most comprehensive database of employment listings in each of our local
markets. This relationship with Yahoo! Hot Jobs allows us to offer the best value and cutting-edge products for both our
advertisers and customers. We recently began exploring additional national distribution opportunities and platforms to
increase the distribution of our advertising and news content while expanding the value we provide our customers online.

To expand our direct sales channels, we are adding several comprehensive online self-service products to facilitate
customer orders. We have also begun to implement next generation classified capabilities that we believe will result in more
revenue per order, new revenue streams and significant cost savings. The development of these products will allow us to
better compete with new entrants into online advertising and enhance advertiser satisfaction.

Our search strategy launched in 2006 enables us to better understand the intent of our users and thus better deliver
relevant content. In addition, we are introducing site registration and personalization across each of our sites, giving us the
ability to integrate our online/offline databases to allow for a higher degree of online targeted marketing, including print
subscription acquisitions, email marketing and the ability to target advertising based on the captured demographic and
psychographic data.

Finally, in 2007, we plan to launch a wireless strategy that will extend our ability to deliver our content to customers
where, how and when they want it. :

By being the leading provider of local news and information in our markets and leveraging the Internet, electronic media,
emerging wireless and broadband technologies, we believe that our newspapers are well positioned to respond to and benefit
from changes in the way advertising, news and information are delivered to customers now and in the future. Links to our
online newspapers can be found at www.newschoice.com.

Superior Management. Our management team has a proven track record of successfully acquiring, including through
partnerships, approximately 80 newspapers that have been successfully integrated into our operations. All of our senior
executives have spent the majority of their careers in the newspaper industry operating, acquiring and integrating newspapers.

Strategic Acquisitions. In the past we have sought to acquire newspapers that are contiguous to our existing newspapers
and that represent compelling values based on expected operating cash flow growth from clustering synergies, efficiencies or
otherwise. We may from time to time continue to evaluate and pursue strategic or targeted acquisitions and partnerships that
meet our strict acquisition criteria, including our goal of not increasing our leverage ratio over the long term.

Advertising and Circulation Revenues

Advertising is the largest component of a newspaper’s revenues, followed by circulation revenue. Advertising rates at
each newspaper are established based upon market size, circulation, readership, demographic makeup of the market and the
availability of alternative advertising media in the marketplace. While circulation revenue is not as significant as advertising
revenue, circulation volume trends can impact the decisions of advertisers and advertising rates.

Advertising revenue includes Retail (local and national department stores, specialty shops, preprinted advertising
circulars and other local retailers, direct mail and niche publications), National (national brand advertising accounts),
Classified advertising (employment, automotive, real estate and private party) and Interactive (online components of Retail,
National and Classified Advertising). Other revenue consists primarily of revenue from commercial printing. The
contributions of Retail, National, Classified, Interactive, Circulation and Other revenue to total revenues are shown in the
following table.




Fiscal Years Ended
June 30,(1)

2006 2005 2004
Retail.......cooovveviiriiieicciieeiiieeae. 42% 42% 42%
National.........c.ocovevverviviiiiiiieerierenns 6 6 6
Classified .......ccoeveeeeieiieeeeee 27 26 27
INLEractive ...vvvvvvvieeiieieeieeciieeeens 5 4 3
Circulation.........cccoeeeeeeveceeecreeennn, 16 17 17
(01T U _ 4 _ S5 _S

100% 100% 100%
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(1) Generally accepted accounting principles do not allow us to consolidate the revenues for our JOA investments we do not control;
accordingly, we record our share of the JOAs’ (Salt Lake City, Denver and Charleston through May 7, 2004) net results in one line
item, “Income from Unconsolidated JOAs.” The revenue data for the JOAs we do not control (Salt Lake City, Denver, Charleston and
Detroit) are excluded from this summary (see further discussion under Management’s Discussion and Analysis of Financial Condition
and Results of Operations — Critical Accounting Policies).

Newsprint

Newsprint is one of the largest costs of producing a newspaper. We buy newsprint from several suppliers under
arrangements that we believe provide us with some of the most favorable newsprint prices in the industry. Newsprint prices
began increasing during fiscal year 2003 and this trend continued through fiscal year 2006. To combat this, we have begun
implementing cost-cutting measures such as decreasing our newspapers to 48” web width and using lighter weight newsprint.
During fiscal years 2006 and 2005, excluding our unconsolidated JOA operations, we consumed approximately 146,000
metric tons of newsprint, and in 2004 we consumed approximately 150,000 metric tons of newsprint. During fiscal years
2006, 2005 and 2004, we incurred newsprint expense of $83.6 million, $77.4 million and $72.8 million, respectively.
Newsprint expense as a percentage of revenue from our newspaper operations (excluding unconsolidated JOAs) for fiscal
years 2006, 2005 and 2004, was 10.1%, 9.9% and 9.8%, respectively. Our average price per metric ton was $574 during
fiscal year 2006, compared to $528 and $485 during fiscal years 2005 and 2004, respectively. See ‘“Management’s
Discussion and Analysis of Financial Condition and Results of Operations — Near Term Outlook — Newsprint Prices” for a
discussion regarding current newsprint pricing trends.

Employee Relations

As of June 30, 2006, we employed at our consolidated entities and unconsolidated JOAs in Denver and Salt Lake City
approximately 8,400 full-time and 1,700 part-time employees, of which approximately 3,000 are unionized (approximately
1,800 of the total union employees are in Denver). There has never been a significant strike or work stoppage at any of our
newspapers during our ownership, and we believe that our relations with our employees are generally good.

Seasonality and Cyclicality

Newspaper companies tend to follow a distinct and recurring seasonal pattern, with higher advertising revenues in months
containing significant events or holidays. Accordingly, the fourth calendar quarter, or our second fiscal quarter, is generally
our strongest revenue quarter of the year. Due to generally poor weather and a lack of holidays, the first calendar quarter, or
our third fiscal quarter, is generally our weakest revenue quarter of the year.

Our advertising revenues, as well as those of the newspaper industry in general, are cyclical and dependent upon general

economic conditions. Historically, advertising revenues have increased in periods of economic growth and declined with
general national, regional and local economic downturns and recessionary economic conditions.

Competition

Each of our newspapers competes for advertising revenue to varying degrees with magazines, yellow pages, radio,
broadcast television and cable television, as well as with some weekly publications, direct mail and other advertising media,
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including electronic media (Internet). Competition for newspaper advertising is largely based upon circulation, price and the
content of the newspaper. Our suburban and small city daily newspapers are the dominant local news and information
source, with strong brand name recognition and no direct competition from similar daily newspapers published in their
markets. However, as with most suburban small city daily newspapers, some circulation competition exists from larger daily
newspapers, which are usually published in nearby metropolitan areas.

We believe larger metropolitan daily newspapers with circulation in our suburban newspaper markets generally do not
compete in any meaningful way for local advertising revenues, a newspaper’s main source of revenues. Our suburban daily
newspapers capture the largest share of local advertising as a result of their in-depth coverage of their suburban market,
providing our readers with local stories and information that major metropolitan newspapers are unable or unwilling to
provide. In addition, we believe advertisers generally regard newspaper advertising as a more effective method of advertising
promotions and pricing as compared to television, which is generally used to advertise image.

Most newspapers are now publishing news and advertising content on the Internet. In addition, there are many sites on
the Internet, which are advertising and/or subscription supported. Many of these sites target specific types of advertising
such as employment, real estate and automotive classified. Accordingly, we have invested and will continue to invest in our
online strategy, which we believe allows us to capture our share of the locally available advertising dollars being spent on the
Internet now and in the future.

Regulation and Environmental Matters

Substantially all of our facilities are subject to federal, state and local laws concerning, among other things, emissions to
the air, water discharges, handling and disposal of waste and remediation of contaminated sites. Compliance with these laws
has not had, nor do we expect it to have, a material effect upon our capital expenditures, net income or competitive position.
Although we believe we are in material compliance with these requirements, we may not have been and may not at all times
be in complete compliance with all applicable requirements, and there can be no guarantee that we will not incur material
costs, including fines or damages, resulting from non-compliance.

Environmental laws and regulations and their interpretation have changed rapidly in recent years and may continue to do
so in the future. These may include obligations to investigate and clean up environmental contamination on or from
properties we currently own or formerly owned or operated, or at off-site locations where we are identified as a responsible
party. Certain laws impose strict and, under certain circumstances, joint and several liability for investigation and clean-up
costs. Environmental Assessment Reports of our properties have identified historic activities and conditions on certain of
these properties, as well as current and historic uses of properties in surrounding areas, which may require further study or
remedial measures. No material remedial measures are currently anticipated or planned by us with respect to our properties.
However, no assurance can be given that existing Environmental Assessment Reports reveal all environmental liabilities, that
any prior owner of our properties did not create an environmental condition not known to us, or that an environmental
condition does not otherwise exist at any such property which could result in incurrence of material cost.

Because we deliver certain newspapers by second-class mail, we are required to obtain permits from, and to file an annual
statement of ownership with, the United States Postal Service.

Item 1A. Risk Factors

Advertising Revenues — We depend on advertising revenues that are affected by a number of factors, many of which are
beyond our control.

The primary source of our revenue is advertising. Our advertising revenues are affected by:

e the health of the economy in the areas where our newspapers are distributed and in the nation as a whole,
e the circulation of our newspapers,
e our editorial content,

o the demographic makeup of the population where our newspapers are distributed,
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e fluctuations in our competitors’ price of advertising, and

» the activities of our competitors, including increased competition from other advertising mediums, including
network, cable and satellite television, the Internet, radio and weekly newspapers.

Paid Circulation

The newspaper publishing industry continues to experience some circulation decline with several factors contributing:
(a) the ongoing impact of the federally imposed do-not-call lists (now three years old), which limits telemarketing of
subscription home delivery sales; (b) the increased scrutiny of, and limitations on, the bulk/third-party sales that had been a
source of circulation growth; (c)rule changes by the Audit Bureau of Circulation; and (d) the Internet, which creates
competition for readers’ time and may not count as paid circulation if the reader is viewing our newspapers’ Web sites. We
have taken steps to meet each of these challenges, including strengthening practices aimed at compliance with industry-wide
accepted procedures in circulation reporting. Nonetheless, ongoing decline in paid circulation could have a material effect on
the rate and volume of our advertising revenue.

Newsprint Costs — Increases in newsprint costs could adversely affect our financial results.

Newsprint is a basic commodity and its price is sensitive to the worldwide balance of supply and demand. However, the
demand for newsprint can change quickly, resulting in wide swings in its price. Increases in newsprint prices can adversely
impact our financial results to the extent such increases are not offset by increased advertising revenues. See “Management’s
Discussion and Analysis of Financial Condition and Results of Operations — Near Term Outlook — Newsprint Prices.”

Competition — Competition could have a material adverse effect on us.

Our revenue depends primarily upon the sale of advertising and, to a lesser degree, paid circulation. Our competitors for
advertising and circulation include local and regional newspapers, magazines, yellow pages, radio and television broadcast,
cable television, direct mail, electronic media (including the Internet) and other communications and advertising media which
operate in our markets. Some of our competitors are larger and have greater financial resources than we do. The extent and
nature of our competition in any particular newspaper market is in large part determined by the location and demographics of
the market and the number of media alternatives in that market. Competition for newspaper advertising is largely based upon
circulation, price, and the content of the newspaper.

Full Implementation of Operating Strategy — Failure to implement our operating strategy could have a material adverse
effect on us.

Our future financial performance and success are dependent in large part upon our ability to successfully implement our
business strategy. We cannot assure you that we will be able to successfully implement our business strategy or be able to
improve our operating results. In particular, we cannot assure you that we will be able to maintain circulation of our
publications, obtain new sources of advertising revenues, generate additional revenues by building on the brand names of our
publications or raise the cover or subscription prices of our publications without causing a decline in circulation.

Senior Management
Our ability to maintain our competitive position is dependent on the services of our senior management team. If we were

unable to retain the existing senior management personnel, develop future senior management within our company or attract
other qualified senior management personnel, our business would be adversely affected.

Employee Benefits
Health insurance costs have increased significantly faster than inflation on an annual basis over the past few years. We

also anticipate that in the future, the cost of health care will continue to escalate, causing an increase to our expenses and
employee contributions. If we are unable to negotiate favorable health insurance rates, it could adversely affect our results.
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Self-Insurance and Deductibles on Workers’ Compensation Insurance

Under our workers’ compensation insurance program, we are responsible for the first $500,000 per occurrence; otherwise
we have statutory unlimited insurance coverage for workers’ compensation losses. The final cost of many of these claims
may not be known for several years. We continuously review the adequacy of our insurance coverage, which we currently
believe to be appropriate in light of the cost of insurance coverage and the type of risk being insured.

The workers’ compensation insurance liability does not include the claims of our independent contractors. We believe
these claims are covered under our general liability insurance (discussed below). However, if it is later determined that the
independent contractors are covered under workers’ compensation insurance, our exposure (and liability) could be
significantly greater than we have currently estimated.

Other Insurance Exposure, including Earthquake Coinsurance and Deductibles and Caps on General Liability, Property
and Other Insurance Lines

Our general liability, property and other insurance lines have deductibles ranging from $100,000 to $500,000. We also
have specific earthquake coverage which has a deductible of the lesser of $250,000 per incident, or 5% of the value of the
insured property. The maximum insured loss under the earthquake coverage is $70.0 million for our existing locations, and
$25.0 million for the properties acquired in August 2006.

We are effectively controlled by two shareholder groups.

William Dean Singleton, the Scudder family, and their respective family trusts, have the power to vote approximately
93% of our outstanding common stock. These shareholder groups are entitled to elect all of the members of our Board of
Directors, and to otherwise control us, including decisions with respect to mergers, liquidations and asset acquisitions and
dispositions. There are no independent directors on our Board. However, we are considering expanding the Board and
possibly adding an independent director in the future, although there is no assurance such action will be taken.

We are not required to and may not comply with certain Board of Directors and Audit Committee requirements of the
Sarbanes-Oxley Act of 2002,

Our Board of Directors currently consists of four members: two members of the Scudder family, William Dean
Singleton, our Chief Executive Officer, and Howell E. Begle, Jr., Of Counsel to Hughes Hubbard & Reed, LLP, which law
firm is our counsel. The Board does not have a separate audit committee. No member of the Board has been elected, or is
anticipated to be elected, to represent the interests of our creditors. However, we are considering expanding the Board and
possibly adding an independent director in the future, although there is no assurance such action will be taken.

Our business could suffer if we are unsuccessful in negotiating new collective bargaining agreements.

Portions of our workforce (and portions of the workforces at our JOAs) are represented by labor unions. The collective
bargaining agreements covering these employees expire periodically. While we and our partners in our JOAs have in the past
been successful in negotiating collective bargaining agreements on terms acceptable to us, and we believe that we and our
partners currently have satisfactory relationships with labor unions and our employees who are represented by labor unions,
no assurance can be given that we or our partners will be successful in any future negotiations with these unions. Currently,
several of the collective bargaining agreements covering our employees and employees of our JOAs have expired. We or our
JOAs, as applicable, and the employees that were covered by these agreements are currently continuing to operate under the
terms of the expired agreements.

Substantial Leverage — Our substantial indebtedness could have a material adverse effect on our financial health and
prevent us from fulfilling our obligations.

We have a significant amount of indebtedness. Subject to the restrictions contained in our indebtedness agreements, we
may incur additional indebtedness from time to time to finance acquisitions, to make capital expenditures, to fund working
capital and for general business purposes.



PART 1

Item 5: Market for Registrant’s Common Equity, Related Shareholder Matters and Issuer Purchases of Equity
Securities

There were no equity securities sold by us during fiscal year 2006. There is no established public trading market for our
common stock.

As of June 30, 2006, there were approximately 9 record holders of our Class A Common Stock. No shares of Class B
Common Stock are outstanding.

We have never paid a cash dividend on our common stock. In conjunction with an investment by Hearst in the Company
(if approved by the Department of Justice), we anticipate paying a dividend to the Class A shareholders of approximately
$25.0 million with a portion of the proceeds from the Hearst investment. In addition, our long-term debt agreements contain
covenants which, among other things, limit our ability to pay dividends to our shareholders.
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Item 6: Selected Financial Data
The table below presents selected historical consolidated financial data.
The following data should be read in conjunction with “Item 7: Management’s Discussion and Analysis of Financial

Condition and Results of Operations” and our consolidated financial statements and notes thereto included elsewhere in this
Annual Report on Form 10-K.

MediaNews Group, Inc. & Subsidiaries

Fiscal Years Ended June 30,
2006 2005 2004 2003 2002
(Dollars in thousands)

INCOME STATEMENT DATAC(a):

Revenues
AAVEILISING vttt sttt s ees $ 660,389 § 610,060 § 582,689 § 570,163 $ 545,715
Circulation.. 130,829 129,344 132,505 137,445 139,495
Other 44,658 39,875 38,635 30,990 25.920
Total Revenues 835,876 779,279 753,829 738,598 711,130
Income (Loss) from Unconsolidated JOAS..........ccvervrevnnnnas (23,298) 23,291 22,207 25,227 8,770
Cost of Sales 260,939 242,653 234,784 221,888 ' 220,082
Selling, General and Administrative. 417,602 382,180 366,636 346,763 324,364
Depreciation and Amortization. . 44,067 40,598 40,742 40,553 47,545
Interest EXpense .......cccouvveecrveernens . 55,564 49481 57,036 64,252 75,302
Gain on Sale of Newspaper Properties .... 1,129 114 6,982 28,797 —_
Minority Interest (35,033) (29,334) (32,237) (34,088) (32,218)
Income Before Income Taxes 4,960 59,970 43,703 69,253 9,883
NEt INCOME ...ttt 1,077 39,880 26,737 38,312 12,365
CASH FLOW DATA:
Capital EXPenditures .....ccoeoveeveeecneceieeniensreenreesseensseessnens $ 47,501 $ 51,312 § 36,483 § 20,669 $ 11,323
Cash Flows from:
Operating ACtivities(D) .....c.eiveirecmreninerinrieneoerenrrsrrrennnes 71,508 92,944 76,455 89,759 66,629
Investing Activities (including Capital Expenditures)(b) ... (64,454) (92,669) (20,534) (32,480) (18,002)
FInancing ACtiVIties .....c.veeurecrecorreeeeesreerecerevceesense e (10,892) (60,749) 5,472 (55,965) (53,747)

BALANCE SHEET DATA:

Total Assets $ 1,427,783  § 1,365,772 $ 1,369,170 § 1,323,148 $ 1,291,886

Long-Term Debt and Capital Leases....... . 867,893 877,569 928,467 904,554 957,090
Other Long-Term Liabilities and Obligations 28,774 47,359 26,450 33,947 30,462
Putable Common Stock 40,899 48,556 — — —
Total Shareholders” Equity 59,520 38,493 61,006 34,894 1,903
NON-GAAP FINANCIAL DATA (c):
Long-Term Debt and Capital Leases, Net(d) .....c..ccoevveernnns $ 882,833 $ 875,512 $ 863,094 $ 897,998 $ 945,551
Adjusted EBITDA $ 157335  § 154,446  § 152,409 § 169,947 $ 166,684
Minority Interest in Adjusted EBITDA . (46,541) (41,152) (45,747) (49,089) (45,946)
Combined Adjusted EBITDA of Unconsolidated JOAs ....... 27,909 38,097 39,842 40,371 36,006
EBITDA of Texas-New Mexico Newspapers Partnership

and Prairie Mountain Publishing Company(e) 5,681 9,610 10,108 3,275 —
Adjusted EBITDA Available to Company $ 144,384 $ 161,001 $ 156,612 $ 164,504 $ 156,744

Footnotes on following two pages.
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Footnotes from previous page.

(a) Significant Transactions. The income statement data is impacted by the following significant transactions.

Acquisitions Fiscal Years 2002-2006

Year Date Publication Location Description Purchase Price
2006 08/03/05  Detroit News Detroit, Michigan Daily morning newspaper (editorial only) $ 25.0 million
and limited Detroit JOA partnership
interest
See Other Transactions (below) regarding the Prairie Mountain Publishing Company formation and Texas-New Mexico
Newspapers Partnership restructuring
2005 01/04/05 _The Park Record Park City, Utah Three times weekly newspaper $8.0 million
2004 01/05/04  Grunion Gazette and Long Beach, California Weekly newspapers $9.0 million
Downtown Gazette
See Other Transactions regarding the York JOA restructuring
2003 01/31/03  Paradise Post Paradise, California Three times weekly newspaper, plus $13.0 million
commercial printing
10/01/02 _ The Reporter Vacaville, California Daily morning newspaper $30.9 million
10/01/02  Original Apartment Magazine  Los Angeles, California Free distribution apartment rental $10.0 million,
magazine plus $4.9
miliion in
earnouts
2002  No significant acquisitions.
Dispositions Fiscal Years 2002-2006

Year

2006  No dispositions. See Other Transactions regarding the Prairie Mountain Publishing Company formation and Texas-New
Mexico Newspapers Partnership restructuring.

2005  No dispositions.

2004  No significant dispositions. See Other Transactions regarding the Charleston JOA restructuring.

2003  No dispositions. See Other Transactions regarding the formation of Texas-New Mexico Newspapers Partnership.

2002  No dispositions.

Other Transactions Fiscal Years 2002-2006

Year Description

2006  Effective February 1, 2006, we formed the Prairie Mountain Publishing Company (“PMP”) with E.W. Scripps (“Scripps”). Upon formation of
PMP, we contributed substantially all of the operating assets of Eastern Colorado Publishing Company, comprised of several small daily and
weekly newspapers, and Scripps contributed substantially all of the operating assets of the Daily Camera and the Colorado Daily, both
published in Boulder, Colorado. In addition to the assets contributed to PMP, we paid Scripps $20.4 million to obtain our 50% interest in PMP.
Effective December 26, 2005, we contributed assets of our four daily newspapers published in southern Pennsylvania (The Evening Sun
(Hanover), the Lebanon Daily News and our interest in the entity that publishes the York Daily Record and York Sunday News, which will
continue to be published under the terms of a joint operating agreement along with The York Dispatch) and Gannett contributed assets of the
Public Opinion, published in Chambersburg, PA into the Texas-New Mexico Newspapers Partnership. As a result of the contributions (our
ownership percentage went from 33.8% to 59.4%) and amended and restated partnership agreement, we are now the controlling partner and
accordingly began consolidating the results of the Texas-New Mexico Newspapers Partnership effective December 26, 2005.

2005  In June 2005, we purchased the remaining 20% of The Denver Post Corporation which we did not own for $45.9 million.

2004 In May 2004, we restructured our interest in Charleston Newspapers (“Charleston JOA”). In exchange for $55.0 million (net of certain
adjustments) and a limited partnership interest in a newly formed entity, Charleston Newspapers Holdings, L.P., we contributed our general
partnership interest in the Charleston JOA and the masthead of the Charleston Daily Mail to Charleston Newspapers Holdings, L.P. Our limited
partnership interest does not entitle us to any share of the profits or losses of the limited partnership. We recorded a pre-tax gain of $8.0 million
as a result of this transaction.

Effective April 30, 2004, we restructured our interest in the York JOA through the exercise of our call option to acquire the remaining interest in
The York Newspaper Company and the masthead of the York Daily Record for approximately $38.3 million.

2003  Effective March 3, 2003, we formed the Texas-New Mexico Newspapers Partnership with Gannett. We contributed assets of our daily
newspapers published in New Mexico (Las Cruces Sun-News, The Daily Times (Farmington), Carisbad Current-Argus, Alamogordo Daily
News and The Deming Headlight) and Gannett contributed the E/ Paso Times. Upon formation, we recognized in fiscal year 2003 a non-
monetary pre-tax gain of $28.8 million and began accounting for our 33.8% interest in the partnership under the equity method of accounting.

2002  None.

Footnotes continue on following page.




Footnotes from previous page (continued).

(b) Prior Year Revision/Reclassification. For comparability certain prior year balances have been reclassified to conform to

cutrent reporting classifications. In particular, the statements of cash flows have been revised for the years ended June
30, 2005, 2004, 2003 and 2002 to reclassify the distribution of net income from equity investments from net cash flows
from investing activities to net cash flows from operating activities and to reflect distributions in excess of net income
from unconsolidated JOAs and equity investments as cash flows from investing activities in accordance with Statement
of Financial Accounting Standards No. 95, Statement of Cash Flows. For the years ended June 30, 2005, 2004, 2003 and
2002, the revision increased (decreased) the reported net cash flows from investing activities by $6.0 million, ($1.3)
million, $12.9 million and $6.0 million, respectively, with an offsetting change in net cash flows from operating
activities.

(¢) Non-GAAP Financial Data. The Non-GAAP Financial Data presented, including Adjusted EBITDA and Adjusted

(d)

(e)

EBITDA Available to Company, are not measures of performance recognized under GAAP. However, we believe that
they are indicators and measurements of our leverage capacity and debt service ability. Adjusted EBITDA and Adjusted
EBITDA Available to Company should not be considered as an alternative to measure profitability, liquidity, or
performance, nor should they be considered an alternative to net income, cash flows generated by operating, investing or
financing activities, or other financial statement data presented in our consolidated financial statements. Adjusted
EBITDA is calculated by deducting cost of sales and SG&A expense from total revenues. Adjusted EBITDA Available
to Company is calculated by: (i) reducing Adjusted EBITDA by the minorities’ interest in the Adjusted EBITDA
generated from the California Newspapers Partnership, the Texas-New Mexico Newspapers Partnership (beginning
December 26, 2005), The Denver Post Corporation (through June 10, 2005), and The York Newspaper Company
(through April 30, 2004), our less than 100% owned subsidiaries (“Minority Interest in Adjusted EBITDA”); (ii)
increasing Adjusted EBITDA by our combined proportionate share of the Adjusted EBITDA generated by our
unconsolidated JOAs in Denver, Salt Lake City and through May 7, 2004, Charleston (“Combined Adjusted EBITDA of
Unconsolidated JOAs™); and (iii) increasing Adjusted EBITDA by our proportionate share of EBITDA from the Texas-
New Mexico Newspapers Partnership (through December 25, 2005) and our proportionate share of EBITDA of the
Prairie Mountain Publishing Company (beginning February 1, 2006) (see footnote €). See “Management’s Discussion
and Analysis of Financial Condition and Results of Operations — Reconciliation of GAAP and Non-GAAP Financial
Information.”

Long-Term Debt and Capital Leases, Net as shown is net of cash and minority interest in cash and long-term debt and
includes our share of long-term debt and capital leases in unconsolidated JOAs.

Years Ended June 30,
2006 2005 2004 2003 2002

(Dollars in thousands)

Long-Term Debt and Capital Leases per
Balance Sheet.............cccccee. .. 3 867,893 § 877,569  $ 928,467 § 904,554  § 957,090

(424) (4,262) (64,736) (3,343) (2,029)

Less: Cash per Balance Sheet

Less: Minority Interest Share of Cash and
Long-Term Debt and Capital Leases................... (846) (216) (2,829) (7,414) (13,789)

Add: Our share of Long-Term Debt and Capital
Leases in Unconsolidated JOAs, net of
MINOTILY TIEETESE ..veerieerecrrere oo senreesrenesaene 16,2104 24210 2,192 4,201 4,279

TOtAL e b 882,833 % 875512 $ 863,094 $ 897,998 h) 945,551

(1) Excludes our share of the Denver JOA lease (related to the construction of a new building) of approximately $41.7 million and $18.4 million at

June 30, 2006 and 2005, respectively, which we expect will be terminated in the second quarter of our fiscal year 2007.
EBITDA of Texas-New Mexico Newspapers Partnership and Prairie Mountain Publishing Company. The Texas-New
Mexico Newspapers Partnership and the Prairie Mountain Publishing Company agreements require the partnerships to
make distributions equal to the earnings of the partnership before depreciation and amortization (EBITDA). From
March 3, 2003 through December 25, 2005, our 33.8% share of the EBITDA of Texas-New Mexico Newspapers
Partnership and beginning February 1, 2006, our 50% share of the EBITDA of Prairie Mountain Publishing Company,
have been included in Adjusted EBITDA Available to Company as they are an integral part of our cash flow from
operations defined by our debt covenants. Beginning December 26, 2005, we became the controlling partner of the
Texas-New Mexico Newspapers Partnership at which time we began consolidating its results. See Note 4: Investments
in California Newspapers Partnership and Texas-New Mexico Newspapers Partnership and Note 5: Acquisitions,
Dispositions and Other Transactions of the notes to the consolidated financial statements of this Annual Report on Form
10-K for further discussion of the Texas-New Mexico Newspapers Partnership restructuring and the Prairie Mountain
Publishing Company formation.
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Item 7: Management’s Discussion and Analysis of Financial Condition and Results of Operations
Introduction

The following analysis of the financial condition and results of operations should be read in conjunction with Item 6:
Selected Financial Data and the consolidated financial statements of MediaNews Group, Inc. and the notes thereto appearing
elsewhere in this Annual Report on Form 10-K.

Company Overview

We are in the business of publishing daily and weekly newspapers and Internet Web sites related thereto. Our
newspapers derive their revenues primarily from advertising and circulation. Our primary operating expenses (before
depreciation and amortization) are employee compensation, newsprint, marketing and distribution. In addition to our
newspaper and related Internet operations, we own radio stations in Graham and Breckenridge, Texas and a CBS affiliate
television station in Anchorage, Alaska. However, for the fiscal year ended June 30, 2006, the combined revenues of these
non-newspaper operations were not significant to our operations as they comprised less than 1.0% of our consolidated
revenue.

Newspaper revenues tend to follow a distinct and recurring seasonal pattern, with higher advertising revenues in months
containing significant events or holidays. Accordingly, the fourth calendar quarter, or our second fiscal quarter, is generally
our strongest revenue quarter of the year. Due to generally poor weather and lack of holidays, the first calendar quarter, or
our third fiscal quarter, is generally our weakest revenue quarter of the year.

Our advertising revenues, as well as those of the newspaper industry in general, are cyclical and dependent upon general
economic conditions. Historically, advertising revenues have increased in periods of economic growth and declined during
national, regional and local economic downturns.

Critical Accounting Policies

The preparation of financial statements in accordance with generally accepted accounting principles at times requires the
use of estimates and assumptions. We make our estimates, based on historical experience, actuarial studies and other
assumptions, as appropriate, to assess the carrying values of assets and liabilities and disclosure of contingent matters. We
re-evaluate our estimates on an ongoing basis. Actual results could differ from these estimates. Critical accounting policies
for us include revenue recognition; accounts receivable allowances; recoverability of our long-lived assets, including
goodwill and other intangible assets, which are based on such factors as estimated future cash flows and current fair value
estimates; pension and retiree medical benefits, which require the use of various estimates concerning the work force, interest
rates and plan investment return, and involve the use of advice from consulting actuaries; and reserves for the self-insured
portion of our workers’ compensation programs, which are based on such factors as claims growth and also involve advice
from consulting actuaries. Our accounting for federal and state income taxes is sensitive to interpretation of various laws and
regulations and the valuation of deferred tax assets. The notes to our consolidated financial statements included later in this
Annual Report on Form 10-K contain a more complete discussion of our significant accounting policies.

Advertising revenue is earned and recognized when advertisements are published, inserted, aired or displayed and are net
of provisions for estimated rebates, rate adjustments and discounts. Circulation revenue includes home delivery subscription
revenue, single copy and third party sales. Single copy revenue is earned and recognized based on the date the publication is
delivered to the single copy outlet, net of provisions for returns. Home delivery subscription revenue is earned and
recognized when the newspaper is sold and delivered to the customer or sold to a home delivery independent contractor.
Amounts received in advance of an advertising run date or newspaper delivery are deferred and recorded on the balance sheet
as a current liability (“Unearned Income™) and recognized as revenue when earned.

20




The operating results of our unconsolidated JOAs (Denver, Salt Lake City and, through May 7, 2004, Charleston) are
reported as a single net amount in the accompanying financial statements in the line item “Income from Unconsolidated
JOAs.” This line item includes:

Our proportionate share of net income from JOAs,

The amortization of subscriber lists created by the original purchase, as the subscriber lists are attributable to our
earnings in the JOAs, and

Editorial costs, miscellaneous revenue received outside of the JOA, and other charges incurred by our consolidated
subsidiaries directly attributable to providing editorial content and news for our newspapers party to a JOA.
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Operating Results

We have provided below certain summary historical consolidated financial data for fiscal years 2006, 2005 and 2004, in n
each case including the percentage change between periods.

Summary Historical Financial Data l'
Fiscal Years Ended June 30,
2006 vs. 2005 vs. I'
2006 2005 2004 2005 2004
(Dollars in thousands)
INCOME STATEMENT DATA: n
TOtal REVEINUES......crveecereeieieenieitrcn et re s eneeans $ 835876 $ 779279 § 753,829 7.3% 3.4%
Income (Loss) from Unconsolidated JOAS ......occcoreernenenrecriccnnn (23,298) 23,291 22,207 (d) 4.9 l'
COSL O SALES ...ttt 260,939 242,653 234,784 7.5 3.4
Selling, General and Administrative.. . 417,602 382,180 366,636 9.3 4.2 l'
Depreciation and AmOrtization .............eveeevevesimsieinernnnsene: 44,067 40,598 40,742 8.5 (0.4)
Interest EXPENSe ...ciuiiieniieeriimrcicietiecrenne e 55,564 49,481 57,036 12.3 (13.2)
Other (Income) Expense, Net.. . 1,440 8,669 17,365 (83.4) (50.1) I.
Total Costs and EXPENSES ......ovevrereevreimiioniiiiniseecve e 779,612 723,581 716,563 7.7 1.0
Equity Investment Income, Net.......oovviiienimiieiinineeenees 5,898 10,201 9,485 (42.2) 7.5 Il
Gain on Sale of Newspaper Properties . . 1,129 114 6,982 (d) (d)
MiINOLItY [NEEIESE ... vttt (35,033) (29,334) (32,237) 19.4 9.0)
NEL INCOME «.vviveeienciie et ettt ee s 1,077 39,880 26,737 (d) (d) I'
CASH FLOW DATA: ll
Cash Flows from:
Operating ACtivIties().......covvveiveiiininiiei e 71,508 § 92,944 § 76,455
Investing Activities(a).... . (64,454) (92,669) (20,534) ll
FINancing ACHVILIES .....ccoiiiniiiiiiic et (10,892) (60,749) 5,472
NON-GAAP FINANCIAL DATA(b): | ]
Adjusted EBITDA ....c.ooerirerereecsiesisiinte s iesss s $ 157,335 $§ 154446 $ 152,409 1.9% 1.3%
Minority Interest in Adjusted EBITDA ..o (46,541) (41,152) (45,747) 13.1 (10.0) Il
Combined Adjusted EBITDA of Unconsolidated JOAs................. 27,909 38,097 39,842 (26.7) 4.4)
EBITDA of Texas-New Mexico Newspapers Partnership and
Prairie Mountain Publishing Company(c) 5,681 9,610 10,108 (40.9) (4.9) ||
Adjusted EBITDA Available to Company .........ccceviierevrvennienenn. $ 144384 § 161,001 $ 156,612 (10.3)% 2.8%
(@) Prior Year Revision/Reclassification. For comparability, certain prior year balances have been reclassified to conform to current reporting l'
classifications. In particular, the statements of cash flows have been revised for the years ended June 30, 2005 and 2004 to reclassify the distribution of
earnings from equity investments from net cash flows from investing activities to net cash flows from operating activities and to reflect distributions in I.

excess of net income from unconsolidated JOAs and equity investments as cash flows from investing activities in accordance with Statement of
Financial Accounting Standards No. 95, Statement of Cash Flows. For the year ended June 30, 2005, the revision increased the reported net cash flows
from investing activities and decreased the reported net cash flows from operating activities by $6.0 million. For the year ended June 30, 2004, the Il
revision decreased the reported net cash flows from investing activities and increased the reported net cash flow from operating activities by

$1.3 million.

(b) Non-GAAP Financial Data. Adjusted EBITDA and Adjusted EBITDA Available to Company are not measures of performance recognized under "
GAAP. However, we believe that they are indicators and measurements of our leverage capacity and debt service ability. Adjusted EBITDA and
Adjusted EBITDA Available to Company should not be considered as an alternative to measure profitability, liquidity, or performance, nor should they I.
be considered an alternative to net income, cash flows generated by operating, investing or financing activities, or other financial statement data
presented in our consolidated financial statements. Adjusted EBITDA is calculated by deducting cost of sales and SG&A expense from total revenues.
Adjusted EBITDA Available to Company is calculated by: (i) reducing Adjusted EBITDA by the minorities’ interest in the Adjusted EBITDA I'

generated from the California Newspapers Partnership, the Texas-New Mexico Newspapers Partnership (beginning December 26, 2005), The Denver
Post Corporation (through June 10, 2005) and The York Newspaper Company (through April 30, 2004), our less than 100% owned consolidated ll
subsidiaries (“Minority Interest in Adjusted EBITDA™); (ii) increasing Adjusted EBITDA by our combined proportionate share of the Adjusted
EBITDA generated by our unconsolidated JOAs in Denver, Salt Lake City and through May 7, 2004, Charleston (“Combined Adjusted EBITDA of

Unconsolidated JOAs™); and (iii) increasing Adjusted EBITDA by our proportionate share of EBITDA from the Texas-New Mexico Newspapers '.
Partnership (through December 25, 2005) and our proportionate share of EBITDA of the Prairie Mountain Publishing Company (beginning February 1,
2006) (see footnote c). See “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Reconciliation of GAAP and l'

Non-GAAP Financial Information.”
(¢) The Texas-New Mexico Newspapers Partnership Agreement and Prairie Mountain Publishing Company. The Texas-New Mexico Newspapers

Partnership and Prairie Mountain Publishing Company agreements require the partnership to make distributions equal to the earnings of the partnership I'
before depreciation and amortization (EBITDA). Through December 25, 2005, our 33.8% share of the EBITDA of Texas-New Mexico Newspapers
Partnership and beginning February 1, 2006, our 50% share of the EBITDA of Prairie Mountain Publishing Company have been included in Adjusted
EBITDA Available to Company as they are an integral part of our cash flows from operations as defined by our debt covenants. Beginning December l.

26, 2005, we became the controlling partner of the Texas-New Mexico Newspapers Partnership at which time we began consolidating its results. See

Note 4: Investments in California Newspapers Partnership and Texas-New Mexico Newspapers Partnership and Note 5: Acquisitions, Dispositions and Il
Other Transactions of the notes to the consolidated financial statements of this Annual Report on Form 10-K for further discussion of the Texas-New

Mexico Newspapers Partnership restructuring and the Prairie Mountain Publishing Company formation.

(d) Not meaningful. ll
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Summary Supplemental Non-GAAP Financial Data

Joint operating agencies, or JOAs, represent an operating structure that is unique to the newspaper industry. Prior to
EITF 00-1 “Balance Sheet and Income Statement Display under the Equity Method of Investments in Certain Partnerships
and Other Unincorporated Joint Ventures,” which eliminated the use of pro-rata consolidation except in the extractive and
construction industries, we reported the results of our JOA interests on a pro-rata consolidated basis. Under this method, we
consolidated, on a line-item basis, our proportionate share of the JOAs’ operations. Although pro-rata consolidation is no
longer considered an acceptable method for our financial reporting under GAAP, we believe it provides a meaningful
presentation of the results of our operations and the amount of operating cash flow available to meet our debt service and
capital expenditure requirements. Our JOA agreements in Denver and Salt Lake City do not restrict cash distributions to the
owners and in general our Denver and Salt Lake City JOAs make monthly distributions. We use pro-rata consolidation to
internally evaluate our performance and present it here because our bank credit agreement and the indentures governing our
senior subordinated notes define cash flows from operations for covenant purposes using pro-rata consolidation. We also
believe financial analysts and investors use the pro-rata consolidation and the resulting Adjusted EBITDA, combined with
capital spending requirements, and leverage analysis to evaluate our performance. This information should be used in
conjunction with GAAP performance measures in order to evaluate our overall prospects and performance. Net income
determined using pro-rata consolidation is identical to net income determined under GAAP.

In the table below, we have presented the results of operations of our JOAs in Denver and Salt Lake City, York through.
April 30, 2004, and Charleston through May 7, 2004 using pro-rata consolidation, including the percentage change between
periods (the operations of the Charleston JOA subsequent to May 7, 2004 and the Detroit JOA have not been included on a
pro-rata consolidation basis). See Notes 2 and 3 to the consolidated financial statements for additional discussion of the
GAAP accounting for our JOAs.

THE INFORMATION IN THE FOLLOWING TABLE IS NOT PRESENTED IN ACCORDANCE WITH
GENERALLY ACCEPTED ACCOUNTING PRINCIPLES AND DOES NOT COMPLY WITH ARTICLE 11 OF
REGULATION S-X FOR PRO FORMA FINANCIAL DATA

Summary Selected Non-GAAP Financial Data
Fiscal Years Ended June 30,
2006 2005 2004 2006 vs. 2005
(Dollars in thousands)

2005 vs. 2004

PRO-RATA CONSOLIDATED INCOME STATEMENT DATA:

Total Revenues $ 1,132,423 $ 1,081,754 $ 1,049,851 4.7% 3.0%
Cost of Sales. 381,763 362,456 355,808 5.3 1.9
Selling, General and Administrative 565,416 526,755 508,656 73 3.6
Depreciation and Amortization 92,261 54,021 55,453 70.8 (2.6)
Interest Expense 55,827 49,679 57,258 12.4 (13.2)
Other (Income) Expense, Net........coocnniinncieininns 4,190 9,854 19.225 (57.5) (48.7)

Total Costs and Expenses 1,099,457 1,002,765 996,400 9.6 0.6
Gain on Sale of Newspaper Properties 1,129 114 6,982 (c) (c)
Minority Interest.......... (35,033) (29,334) (26,215) 19.4 11.9
Net Income 1,077 39,880 26,737 (©) (c)
CASH FLOW DATA (GAAP BASIS):
Cash Flows from:

Operating ACtVIties(@) ......cvvierrieeririiirirt e $ 71,508 $ 92,944 $ 76,455

Investing Activities(a) (64,454) (92,669) (20,534)

Financial Activities.......... (10,892) (60,749) 5,472
PRO-RATA OTHER DATA(b):
Adjusted EBITDA .... $ 185244 $ 192,543 $ 185,387 (3.8)% 3.9%
Minority Interest in Adjusted EBITDA (46,541) (41,152) (38,883) 13.1 5.8
EBITDA of Texas-New Mexico Newspapers Partnership and Prairie

Mountain Publishing Company 5.681 9.610 10.108 (40.9) (4.9)
Adjusted EBITDA Available to Company S 144,384 $ 161,001 $ 156,612 (10.3)% 2.8%

(a) See footnote (a) under “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Operating Results” for discussion of Prior Year
Revision/Reclassification.

(b) See footnote (b) under “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Operating Results” for discussion of Adjusted
EBITDA, EBITDA of Texas-New Mexico Newspapers Partnership and Prairie Mountain Publishing Company and Adjusted EBITDA Available to Company. The Minority
Interest in Adjusted EBITDA shown is calculated the same as described in footnote (b) under “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Operating Results” except that Minority Interest in Adjusted EBITDA shown here on a pro-rata basis includes only the minority interest in Adjusted EBITDA
of the California Newspapers Partnership and The Denver Post Corporation (through June 10, 2005), as pro-rata consolidation factors out of the minority interest assoctated
with The York Newspaper Company through April 30, 2004.  See “Management’s Discussion and Analysis of Financial Condition and Results of Operations —

Reconciliation of GAAP and Non-GAAP Financial Information.”

Not meaningful.
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Fiscal Year 2006 Executive Overview

In fiscal year 2006, we continued to grow advertising revenue. We saw growth in national, preprint, employment and real
estate classified advertising in most of our markets. While advertising revenue grew, circulation revenue declined slightly.
The trend of significant growth in Internet advertising revenue continued as Internet-related revenues increased 38.4% in
fiscal year 2006, after adjusting for acquisitions and dispositions. The Internet is a critical element of our overall strategy to
expand our audience by delivering news and information to a larger, more diverse and younger audience, which in turn
allows our advertising customers to take advantage of our expanded market reach.

During fiscal year 2006, newsprint and employee benefit costs, two of our largest expenses, continued their trend from
fiscal year 2005 and increased at a higher rate as compared to other operating expenses. Excluding our unconsolidated JOAs,
our average cost per metric ton of newsprint increased almost 8.7% in fiscal year 2006 and 8.9% in fiscal year 2005, which
correspondingly increased cost of sales by $4.6 million and $5.5 million during the respective fiscal years. Reduced
consumption associated with decreases in retail advertising volumes, a shift to preprint advertising from advertising printed
in the newspaper, and small circulation declines helped to somewhat offset the impact of newsprint price increases.
Employee benefit costs were driven by increases in health care costs and post-retirement benefits. Health care costs across the
United States continued to increase during fiscal year 2006. Pension and other post retirement benefit costs increased due to
increases in assumed health care costs and lower discount rates. We also saw increased spending related to our Internet
initiatives. We continue to maintain tight cost controls throughout our organization and seek to identify areas where further
cost control measures can be implemented.

Transactions
Our current year results were also impacted by the following transactions completed during fiscal year 2006:

e In August 2005, we purchased The Detroit News, Inc. which included a limited partnership interest in the Detroit
JOA.

e In September 2005, we amended our bank credit facility to refinance a portion of our long-term debt and reduce
certain interest rate margins charged under the bank credit facility.

e Effective December 26, 2005, we restructured the Texas-New Mexico Newspapers Partnership whereby we
contributed to the partnership our Pennsylvania newspapers: The Evening Sun (Hanover), the Lebanon Daily News
and our interest in the partnership that publishes the York Daily Record and York Sunday News, which continues to
operate under the terms of a joint operating agreement along with The York Dispatch. Gannett, our partner in the
Texas-New Mexico Newspapers Partnership, contributed the Public Opinion in Chambersburg, PA. As a result of
the contributions and amendment and restatement of the partnership agreement, the Texas-New Mexico Newspapers
Partnership became a 59.4%-owned consolidated subsidiary of ours.

e In February 2006, the Prairie Mountain Publishing Company was formed after which we no longer consolidate the
results of Eastern Colorado Publishing Company and account for our investment in Prairie Mountain Publishing
Company under the equity method of accounting. We own 50% of Prairie Mountain Publishing Company.

In addition to the fiscal year 2006 transactions described above, certain transactions in fiscal years 2005 and 2004 had an
impact on the comparisons of our results for the years ended June 30, 2006, 2005 and 2004.

In fiscal year 2005, transactions that affect comparisons include the following:

e InJanuary 2005, we purchased The Park Record published in Park City, Utah.

e We took advantage of the lower interest rates available to us in both the bond and bank financing markets by
refinancing a portion of our long-term debt. We amended and refinanced a portion of our bank credit facility in
August 2004 to take advantage of lower borrowing margins. We also retired $200.0 million of our 8 5/8% bonds in
July 2004 with proceeds of our January 2004 issuance of $150.0 million 6 3/8% bonds and cash on hand.

e In June 2005, we purchased the 20% of The Denver Post Corporation which we did not own for approximately
$45.9 million.
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In fiscal year 2004, transactions that affect comparisons include the following:

e  We restructured our interest in the Charleston JOA in exchange for $55.0 million in cash and recorded a pre-tax gain
of $8.0 million. We also restructured our interest in The York Newspaper Company through the exercise of our
option to buy out the minority partner’s interest and purchase the masthead of the York Daily Record for $38.3
million using a portion of the proceeds from the Charleston Newspapers restructuring.

e In January 2004, we purchased two weekly newspapers: the Grurnion Gazette and Downtown Gazefte. These
weeklies are distributed in and around Long Beach, California, where we own the daily newspaper.

»  We launched /IMPACTO USA, a Spanish-language publication in the Los Angeles market that is home delivered on
Saturdays to 250,000 targeted households.

e  We took advantage of the lower interest rates available to us in both the bond and bank financing markets by
refinancing the majority of our long-term debt. This included refinancing our $300.0 million 8 3/4% bonds due in
2009 with $300.0 million of our 6 7/8% bonds due in 2013 and refinancing our bank credit facility in December
2003, to take advantage of lower borrowing margins and increase the amount available under our revolving credit
facility. We also sold $150.0 million of our 6 3/8% bonds in anticipation of the retirement of $200.0 million of our 8
5/8% bonds, which was accomplished in July 2004.

Comparison of Fiscal Years Ended June 30, 2006 and 2005

Revenues

On a same newspaper basis (after adjusting for the aforementioned fiscal year 2005 Park City acquisition, the fiscal year
2006 Detroit acquisition, Texas-New Mexico Newspapers Partnership restructuring and Prairie Mountain Publishing
Company formation), the following changes occurred in our significant revenues categories for the year ended June 30, 2006
as compared to the prior year.

Advertising Revenues. Advertising revenues increased by approximately 1.7% for the year ended June 30, 2006 as
compared to the prior year. The increase in advertising revenue was due principally to increases in national and preprint
advertising categories, as well as increases in revenues from our Internet operations, offset in part by a decrease in retail
(ROP, run of press) advertising. The classified advertising category remained relatively flat with increases in classified
employment and classified real estate being offset by decreases in classified automotive.

Circulation Revenues. Circulation revenues decreased 4.9% for the year ended June 30, 2006 as compared to the prior
year. The decrease was primarily due to home delivery pricing pressures at most of our newspapers, which resulted in our
offering greater discounts to acquire new and retain existing subscribers, in order to help achieve our home delivery volume
goals.

Income from Unconsolidated JOAs

As noted in our discussion of critical accounting policies, income from unconsolidated JOAs (Denver and Salt Lake City)
includes our proportionate share of net income from those JOAs, the amortization of subscriber lists created by the original
purchase, editorial costs, miscellancous revenue and other charges directly attributable to providing editorial content and
news for newspapers party to a JOA. The following discussion takes into consideration all of the associated revenues and
expenses described above. The results for the year ended June 30, 2006 were negatively impacted by the accelerated
depreciation taken on certain fixed assets at production facilities in Denver and Salt Lake City which have been or will be
retired earlier than originally expected due to the construction or completion of new production facilities at their respective
locations.  Excluding depreciation and amortization which were significantly impacted by the effect of accelerated
depreciation, income from unconsolidated JOAs in Denver and Salt Lake City was down approximately $11.8 million or
32.2% compared to the prior year. The results of the Denver JOA were negatively impacted by a soft advertising market
combined with higher newsprint prices, increased circulation, promotion and delivery costs, and increased employee benefit
costs. Excluding the impact of the accelerated depreciation, the results of the Salt Lake City JOA were relatively flat year
over year. While the Salt Lake City JOA experienced many of the same operating expense increases that the Denver JOA
did, its advertising revenue gains mostly kept pace with these expense increases.
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Cost of Sales

The purchase of The Park Record in fiscal year 2005, the December 2005 Texas-New Mexico Newspapers Partnership
restructuring and the February 2006 formation of Prairie Mountain Publishing Company had the net impact of increasing cost
of sales by $12.9 million for the year ended June 30, 2006 as compared to the prior year. Excluding these transactions, cost
of sales increased 2.3%. The increase was driven by an 8.7% increase in newsprint prices as compared to the same period in
prior year. Our average price of newsprint was $574 per metric ton for the year ended June 30, 2006 as compared to $528
per metric ton for the prior year. Increases in newsprint prices were offset in part by decreases in newsprint consumption of
approximately 4.4% for the year ended June 30, 2006. Also impacting cost of sales were increased costs in our production
and mailroom departments related to commercial printing and increased preprint volumes.

Selling, General and Administrative

The purchase of The Park Record in fiscal year 2005, the December 2005 Texas-New Mexico Newspapers Partnership
restructuring and the February 2006 formation of Prairic Mountain Publishing Company had the net impact of increasing
SG&A by $20.4 million for the year ended June 30, 2006 as compared to the prior year. Excluding these transactions,
SG&A increased 3.9%. The current year increases were primarily the result of increases in employee costs, including health
care and retirement benefits, as well as increased costs associated with circulation promotion and delivery (primarily fuel due
to increased gas prices), and increased costs related to the growth in our advertising revenues and Internet operations.
Expenses related to our Internet operations increased $5.0 million for the year ended June 30, 2006 as compared to the prior
year, which was more than offset by Internet revenue growth of 38.4%.

Interest Expense

The increase in interest expense was the result of an increase in the average debt outstanding, as well as an increase in the
weighted average cost of debt. Significant borrowings impacting the year over year comparison related to the August 3, 2005
purchase of our interest in the Detroit JOA, the June 10, 2005 purchase of the remaining 20% of The Denver Post
Corporation which we did not own, funding for our share of the cost of the new production and office facility built in Salt
Lake City, and the cash investment associated with the formation of the Prairie Mountain Publishing Company. For the year
ended June 30, 2006, our average debt outstanding increased $34.9 million, or 4.0%, and our weighted average interest rate
increased 64 basis points as compared to the prior year.

Other (Income) Expense, Net
We include expenses and income items that are not related to current operations in other (income) expense, net.

The charges incurred for the year ended June 30, 2006 relate to litigation expense of $1.3 million associated with the
acquisition of Kearns-Tribune, LLC (Salt Lake City), $0.8 million related to hedging and investing activities that did not
qualify for hedge accounting under SFAS No. 133, $(2.0) million related to our contractual return on our investment in the
Detroit JOA, $0.2 million in bank fees and $1.1 million associated with various other items that were not related to ongoing

operations.
Equity Investment Income, Net

Included in equity investment income, net is our share of the net income (or loss) of our non-JOA equity investees as
further described in Note 2: Significant Accounting Policies and Other Matters of the notes to consolidated financial
statements. The $4.3 million decrease in equity investment income, net is largely due to the December 25, 2005 restructuring
of the Texas-New Mexico Newspapers whereby as a result of the restructuring, we no longer account for our interest in the
Texas-New Mexico Newspapers Partnership under the equity method of accounting and instead consolidate the partnership’s
results.

Net Income

Net income for fiscal year 2006 was negatively impacted by the loss from unconsolidated JOAs which was caused by the
accelerated depreciation taken on certain fixed assets at production facilities in Denver and Salt Lake City which have
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been or will be retired earlier than originally expected due to the construction or completion of new production facilities at
their respective locations. Excluding the impact of accelerated depreciation at the Denver and Salt Lake JOAs, pre-tax net
income declined $6.8 million. Our effective tax rate was 78% for the year ended June 30, 2006, as compared to 34% for the
year ended June 30, 2005. The effective tax rate was higher in fiscal year 2006 due to the contribution of our eastern
Colorado newspapers to Prairie Mountain Publishing Company which caused a change in how we account for the related
book/tax basis differences, an increase in the valuation allowances for state tax NOL carryforwards, and recurring non-
deductible expenses that had a larger impact on the effective income tax rate in fiscal year 2006 due to lower pre-tax book
income in fiscal year 2006 compared to the prior year.

Comparison of Fiscal Years Ended June 30, 2005 and 2004
Revenues

On a same newspaper basis (after adjusting for the aforementioned fiscal year 2005 Park City and fiscal year 2004
Gazette transactions), the following changes occurred in our significant revenues categories for the year ended June 30, 2005
as compared to the prior year.

Advertising Revenues. Advertising revenues increased by approximately 4.1% for the year ended June 30, 2005 as
compared to the prior year. The increase in advertising revenue was due principally to increases in national of 6.1%,
classified of 3.7% and preprints of 9.6%, as well as a $7.8 million or 40.5% increase in revenues from our Internet
operations, offset in part by a small decrease in retail ROP (run of press) advertising of 1.9%. The growth in preprint
revenues was due to a trend of major retail advertisers shifting from ROP advertising and into preprint advertising. For the
year ended June 30, 2005, employment and real estate classified advertising increased at the majority of our newspapers.
These gains, however, were somewhat offset by declines in classified automotive advertising.

Circulation Revenues. Circulation revenues decreased by approximately 3.0% for the year ended June 30, 2005 as
compared to the prior year. The decrease was primarily due to pricing pressures at some of our newspapers, as well as
competition from other non-newspaper media sources, which resulted in greater discounts in order to acquire new and retain
existing subscribers and help achieve our home delivery volume goals.

Income from Unconsolidated JOAs

As noted in our discussion of critical accounting policies, income from unconsolidated JOAs (Denver, Salt Lake City, and
through May 7, 2004, Charleston) includes our proportionate share of net income from those JOAs, the amortization of
subscriber lists created by the original purchase, editorial costs, miscellaneous revenue and other charges directly attributable
to providing editorial content and news for our newspapers party to a JOA. The following discussion takes into consideration
all of the associated revenues and expenses described above. The aforementioned Charleston restructuring had the net impact
of decreasing income from unconsolidated JOAs by $1.3 million for the year ended June 30, 2005. Excluding the impact of
the Charleston restructuring, the increase for the year ended June 30, 2005 was due to improved net income at both the
Denver and Salt Lake JOAs.

Cost of Sales

The aforementioned purchase of The Park Record in fiscal year 2005, the fiscal year 2004 York restructuring and weekly
newspaper purchases had the net impact of increasing cost of sales by $3.8 million for the year ended June 30, 2005, as
compared to the prior year. Excluding these transactions, cost of sales for the year increased 1.7%. The current year increase
in cost of sales was due in part to an 8.9% increase in our average price per metric ton of newsprint consumed for the year
ended June 30, 2005, as compared to the prior year. Our average price was approximately $528 per metric ton for the year
ended June 30, 2005, as compared to $485 per metric ton for prior year. Partially offsetting the impact of higher newsprint
prices was a small decrease in our newsprint consumption,

Selling, General and Administrative

The transactions described above had the net impact of increasing SG&A by $2.7 million for the year ended June 30,
2005, as compared to the prior year. Excluding these transactions, SG&A increased 3.5%. The current year increase was
primarily the result of increases in employee costs, including health care and retirement benefits, the curtailment of a pension
plan at one of our subsidiaries, as well as increased costs directly associated with the growth in our advertising revenues and
Internet operations. Expenses related to our Internet operations increased $2.1 million, or 15.0%, for the year ended June 30,
2005.
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Interest Expense

Interest expense for fiscal year 2005 decreased $7.6 million as a result of a $48.4 million, or 5.3% reduction, in our
average debt outstanding to $864.9 million, as well as a 42 basis point reduction in our weighted average interest rate to
5.59%. The lower weighted average cost of debt was a result of the November 2003 refinancing of our 8 3/4% Senior
Subordinated Notes with our 6 7/8% Senior Subordinated Notes, the restructuring of our bank credit agreement (December
2003 and August 2004) and the July 2004 repurchase of our 8 5/8% Senior Subordinated Notes funded out of proceeds from
our 6 3/8% Senior Subordinated Notes (issued in January 2004) and borrowings from our bank credit facility. Savings from
our various refinancing efforts were offset in part by increases in LIBOR over the prior year (the average daily one month
rate for LIBOR increased 125 basis points, for the year ended June 30, 2005 as compared to the same period in prior year).
The interest rates under our bank credit facility are based on LIBOR, plus a borrowing margin based on our leverage ratio.
Interest expense was also favorably impacted in the prior year by net settlements related to our interest rate swap agreements.
The net settlements of our interest rate swap agreements had the effect of decreasing interest expense by $3.0 million for the
year ended June 30, 2004. We had no interest rate swap agreements during fiscal year 2005. Excluding the impact of the
interest rate swaps in the prior year, our weighted average interest rate decreased by approximately 74 basis points for the
year ended June 30, 2005.

Other (Income) Expense, Net

We include expenses and income items that are not related to current operations in other (income) expense, net. We
incurred charges for the year ended June 30, 2005 related to litigation expense of $0.8 million associated with the acquisition
of Kearns-Tribune, LLC (Salt Lake City), $(5.8) million reduction in the estimated cost to repurchase an option held by a
third party to acquire one of our newspapers, $9.2 million of repurchase premiums and unamortized discount associated with
the early redemption of our 8 5/8% Senior Subordinated Notes, $0.4 million related to hedging activities that did not qualify
for hedge accounting under SFAS No. 133, $0.7 million in bank fees and $3.4 million related to various other costs that were
not related to ongoing operations.

Equity Investment Income, Net

Included in equity investment income, net is our share of the net income (or loss) of our non-JOA equity investees as
further described in Note 2: Significant Accounting Policies and Other Matters of the notes to consolidated financial
statements. The $0.7 million increase in equity investment income, net was primarily related to an increase in equity income
from PowerOne mostly due to a gain on sale recognized by PowerOne from the sale of one of its product lines. Operating
results also improved at CIPS. The increases at PowerOne and CIPS were partially offset by decreases in income from our
other equity investments.

Net Income

Net income for fiscal year 2005 was negatively impacted by $9.2 million for redemption premiums and unamortized
discounts associated with the early redemption of our 8 5/8% Senior Subordinated Notes. Excluding the $9.2 million loss on
early extinguishment of debt, pre-tax net income was $69.2 million for the year ended June 30, 2005. Prior year pre-tax
income was impacted by $9.3 million for redemption premiums, net of unamortized premiums, that were recorded as a result
of redeeming our 8 3/4% Senior Subordinated Notes and a $7.0 million pre-tax gain on sale of newspaper assets, primarily
associated with the Charleston newspapers restructuring. Excluding the $9.3 million loss on early extinguishment of debt
and the $7.0 million pre-tax gain on sale, pre tax net income was $46.0 million for the year ended June 30, 2004. Our
effective tax rate was 34% for the year ended June 30, 2005, as compared to 39% for the year ended June 30, 2004.

Liquidity and Capital Resources

Our sources of liquidity are cash and other working capital, cash flows provided from operating activities, distributions
from JOAs and partnerships and the borrowing capacity under our bank credit facility. Our operations, consistent with the
newspaper industry, require little investment in inventory, as less than 30 days of newsprint is generally maintained on hand;
however, from time to time, we increase our newsprint inventories in anticipation of price increases. In general, our
receivables have been collected on a timely basis.
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Cash Flow Activity

The decrease in net cash flows from operating activities of $21.4 million for the year ended June 30, 2006, was largely
attributable to a $12.6 million increase in distributions paid to minority interests, a $32.0 million decrease in distributions of
net income from unconsolidated JOAs and equity investments, offset in part by a $29.8 million change in cash flows from
operating assets and liabilities due to timing. '

The net cash outflows related to investing activities decreased by $28.2 million. The significant changes between fiscal
year 2006 and 2005 are as follows. In fiscal year 2006, we had combined investments of $47.9 million related to the Detroit
JOA, Prairie Mountain Publishing Company, and other small investments, as compared to combined investments of $58.6
million in the prior year (primarily the purchase of the remaining minority interest in The Denver Post Corporation and the
Park City acquisition). In addition, the fiscal year 2006 change was impacted by a net $13.8 million increase in distributions
in excess of net income from unconsolidated JOAs, equity investments and other unconsolidated subsidiaries, and a $3.8
million decrease in capital expenditures. However, total cash distributions from unconsolidated JOAs (components of
operating and investing cash flows) decreased by $15.1 million year over year. Approximately $15.3 million of the 2006
capital expenditures are related to our share of the cost of a new printing and office facility being constructed for the Salt
Lake City JOA. In addition, capital expenditures for the year ended June 30, 2006 include expenditures related to the
construction of a new building in San Bernardino, California and the ongoing project to implement new advertising and
circulation systems company-wide.

The net cash outflows related to financing activities decreased by $49.9 million for the year ended June 30, 2006.
Activity included normal borrowings and paydowns on long-term debt, as well as borrowings to finance the purchases of our
interest in the Detroit JOA, our 50% interest in the Prairie Mountain Publishing Company and to fund our share of the new
production and office facility in Salt Lake City, contributions related to certain equity investments and refinancing costs of
the September 8, 2005 amended credit facility. Excluding the aforementioned items we paid down debt of approximately,
$70.1 million for the year ended June 30, 2006. In addition to normal borrowings and paydowns on long-term debt, prior
period activity included using cash on hand and available borrowings under the revolver portion of our credit facility to
repurchase all of our outstanding 8 5/8% Senior Subordinated Notes for $208.6 million (including $8.6 million of repurchase
premiums).

Capital Expenditures
Capital Expenditures
Fiscal Year 2007 Plan Fiscal Year 2006 Actual
(Dollars in thousands)
Wholly- Non Wholly- Qur Share of Wholly- Non Wholly- Our Share of
Owned Owned Unconsolidated Owned Owned Unconsolidated
Subsidiaries Subsidiaries JOAs Total Subsidiaries Subsidiaries JOAs Total
Total Capital Projects...... $ 24262 $ 14,448 $ 17,930  § 56,640 $ 32,496  § 15,005 $ 16,858 $ 64,359
Less Minority
Partners’ Share............. — (6.441) — (6.441) — (6.817) — (6.817)
$_ 24,262 b 8,007 $ 17930 § 50,199 § 32496 § 8.188 $ 16,858 $ 57,542

Non-maintenance expenditures planned for fiscal year 2007 include costs for leasehold improvements and furniture and
fixtures related to Corporate and our Internet group’s move, a redundant data center as well as other infrastructure software
and equipment for our Internet group, and certain production facility improvements and various other technology
infrastructure improvements throughout the Company. Carryover expenditures from the prior year of which our share (net of
minority interest) is approximately $12.5 million are primarily for new Company-wide advertising and circulation systems,
front-end editorial systems for the Alameda Newspapers Group and our share of remaining costs related to the new printing
and office facility in Salt Lake City. Planned expenditures related to our share of unconsolidated JOAs include the new
production and office facilities in Denver. Management reviews the capital expenditure plan throughout the year and adjusts
it as required to meet our current business needs and performance. Capital expenditures related to these projects are expected
to be funded either through available cash or borrowings under our bank credit facility. The capital expenditures plan above
excludes the capital budget for our August 2, 2006 acquisitions (see Note 16: Subsequent Events for further discussion of the
acquisition).
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Liquidity at June 30, 2006

On April 26, 2006, we entered into a Stock and Asset Purchase Agreement (the “MediaNews Purchase Agreement”) with
The McClatchy Company (“McClatchy”) pursuant to which we agreed to purchase the Contra Costa Times and the San Jose
Mercury News and related publications and Web sites for $736.8 million. We consummated such purchase from McClatchy
on August 2, 2006 through the California Newspapers Partnership, a 54.23% owned subsidiary. Our cash portion of the
acquisition, including fees, was approximately $403.0 million and was funded with borrowings from our revolver and
proceeds from a new term loan “C” of our amended bank credit facility. The acquisition, including fees, was funded in part
with contributions of $340.1 million from our partners in the California Newspapers Partnership. See further discussion
regarding term loan “C” below.

On April 26, 2006, The Hearst Corporation (“Hearst”) and McClatchy entered into a Stock and Asset Purchase
Agreement (the “Hearst Purchase Agreement”) pursuant to which Hearst agreed to purchase The Monterey County Herald
and the St. Paul Pioneer Press and related publications and Web sites for $263.2 million. Hearst and McClatchy
consummated such purchase on August2, 2006. On August 2, 2006, we entered into an agreement with Hearst (the
“MediaNews/Hearst Agreement”) pursuant to which (i) Hearst agreed to make an equity investment in us of up to $299.4
million (subject to adjustment under certain circumstances). Such investment will not include any governance or economic
rights or interest in our publications in the San Francisco Bay Area and (ii) we agreed to purchase from Hearst The Monterey
County Herald and the St. Paul Pioneer Press with a portion of the proceeds from the Hearst equity investment. The equity
investment will afford Hearst an equity interest of approximately 30% (subject to adjustment in certain circumstances) in our
publications outside the San Francisco Bay area. Hearst will also be provided certain approval rights with respect to our
publications outside the San Francisco Bay area. The equity investment by Hearst in the Company is subject to regulatory
approval, and a review is currently underway by the Antitrust Division of the Department of Justice. The Antitrust Division
has requested information and documents in connection with this review, and we are in the process of responding to this
request. We have agreed to manage The Monterey County Herald and the St. Paul Pioneer Press during the period of
ownership by Hearst, with us retaining all the net cash flows from these newspapers as a management fee. We have also
agreed that at the election of MediaNews or Hearst, we will purchase The Monterey County Herald and the St. Paul Pioneer
Press from Hearst for $263.2 million (plus reimbursement of Hearst’s cost of funds in respect of its purchase of such
newspapers) if for any reason Hearst’s equity investment in us is not consummated within six months, which may be
extended by agreement of both parties. We would need to obtain additional financing to fund this purchase, if required. We
will consolidate the financial statements of these two properties commencing August 2, 2006. If necessary, we currently
intend to fund the purchase of the St. Paul Pioneer Press and The Monterey County Herald through equity investments from
other sources or debt issued by a newly formed holding company that would be the parent company of MediaNews.
Proceeds from The Monterey County Herald contribution to CNP or separate Stephens partnership would also be available to
fund the Hearst purchase.

On April 26, 2006, we entered into an agreement with Gannett and S.F. Holding Corporation (the “Stephens/Gannett
Contribution Agreement™) pursuant to which Gannett and S.F. Holding Corporation (“Stephens”) will contribute their pro
rata share of the purchase price (plus estimated transaction fees and expenses) of The Monterey County Herald, for a total
ranging between approximately $27.4 million and $38.4 million, depending on whether The Monterey County Herald is
purchased by the California Newspapers Partnership or a partnership between us and Stephens, to be owned 67.36% by us
and 32.64% by Stephens.

On June 30, 2006, our debt structure included our amended and restated bank credit facility which provides for
borrowings of up to $597.3 million, consisting of a $350.0 million revolving credit facility, a $100.0 million term loan “A”
and a $147.3 million term loan “B.” Any payments on the term loans cannot be reborrowed, regardless of whether such
payments are scheduled or voluntary. On June 30, 2006, the balances outstanding under the revolving credit portion of the
bank credit facility, term loan “A” and term loan “B” were $146.6 million, $100.0 million and $145.8 million, respectively,
and we had $193.0 million available for future borrowings, net of $10.4 million in outstanding letters of credit.

In July 2006, we sold our office building in Long Beach, California for approximately $20.0 million. We expect to
recognize a gain on the sale of the building. In conjunction with the sale of our building, we entered into a 15-year lease
agreement for space to house our Long Beach operations. The lease term commences once the new space is ready to be
occupied, which is expected to be in the second quarter of our fiscal year 2007. Expected minimum lease payments are as
follows: fiscal years 2007 through 2009 -- $0.8 million per year; fiscal years 2010 through 2011 -- $0.9 million per year; and
thereafter -- $10.5 million cumulatively.
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On August 2, 2006, we amended our existing bank credit facility. The amendment was entered into in order to create a
new $350.0 million term loan “C” facility and to authorize us to purchase the Contra Costa Times, San Jose Mercury News,
The Monterey County Herald and the St. Paul Pioneer Press. The amended facility maintains the $350.0 million revolving
credit facility, the $100.0 million term loan “A,” the $147.3 million term loan “B” and provides for the $350.0 million term
loan “C” facility which was borrowed on August 2, 2006 and used to pay our portion of the purchase price for the Contra
Costa Times and the San Jose Mercury News along with the additional borrowings under our revolving credit facility. The
term loan “C” bears interest based upon, at the Company’s option, Eurodollar, plus a borrowing margin of 1.75%, or base
rate, plus a borrowing margin of 0.75%. The term loan “C” requires quarterly principal payments as follows: $0.875 million
through June 2012; and $82.25 million from June 2012 through March 2013, with the remaining balance due at maturity on
August 2, 2013. Amounts repaid under term loan “C” are not available for re-borrowing.

In September 2005, the management committee of the Denver JOA authorized the incurrence of up to $150.0 million of
debt by the Denver JOA to finance furniture, fixtures and computers for its new building and new presses and related
equipment and building costs related to the consolidation of two existing production facilities into one for the Denver JOA.
We own a 50% interest in the Denver JOA. As of June 30, 2006, our share of the debt incurred by the Denver JOA for the
items mentioned was approximately $14.0 million. See “Off-Balance Sheet Arrangements™ for further information regarding
our share of long-term debt in Denver.

In January 1998, we entered into an option agreement in association with the acquisition financing of one of our
newspaper properties. This option provides the holder the right to purchase the assets used in the publication of the
newspaper, which the option holder can exercise or put such option to us based on a predetermined formula anytime after
January 31, 2003. The option repurchase price at June 30, 2006 is valued at approximately $6.6 million, and is recorded as a
component of other long-term liabilities. 1f the option were put to us, we expect to fund the payment with available
borrowings from our bank credit facility. As a result, in accordance with SFAS No. 6, Classification of Short-Term
Obligations Expected to be Refinanced, the option repurchase price remains classified in our balance sheet as long-term. If
the option is not exercised, we must repurchase it on January 30, 2010.

S.F. Holding Corporation (“Stephens™), a 26.28% partner in the California Newspapers Partnership (“CNP”), has a right
to require CNP to redeem its interest in CNP at its fair market value (plus interest through closing) any time after January 1,
2005. If such right is exercised, Stephens’ interest must be redeemed within two years of the determination of its fair market
value. We are not currently aware of any intentions on the part of Stephens to exercise its put. No amounts are recorded in
our financial statements related to Stephens’ put right.

Our ability to service our debt and fund planned capital expenditures depends on our ability to continue to generate
operating cash flows in the future. Based on current levels, we believe our cash flow from operations, available cash and
available borrowings under our bank credit facility will be adequate to meet our future liquidity needs for at least the next
twelve months.

We estimate minimum contributions to our defined benefit pension plans in fiscal year 2007 will be approximately $8.5
million to $9.0 million (including the required contributions for the plans assumed in conjunction with our August 2, 2006
acquisition). We expect federal income tax payments to significantly increase next year because of the impact of alternative
minimum taxes.

Distributions from Partnerships

Set forth below is a description of the ownership structure and earnings-distribution provisions of our Denver, Salt Lake
City and Detroit JOAs, as well as the CNP, the Texas-New Mexico Newspapers Partnership and Prairie Mountain Publishing
Company partnership agreements:

e Through our wholly-owned subsidiary, Kearns-Tribune, LLC, we own a 50% interest in the Salt Lake City JOA.
Under the agreement, 58% of the Salt Lake City JOA’s net income, less their working capital needs and other minor
adjustments, is paid to Kearns-Tribune, LLC and is distributed (generally) weekly.

e Through our wholly-owned subsidiary, The Denver Post Corporation, we own 50% of The Denver Newspaper
Agency, LLP. Under the Denver Newspaper Agency JOA agreement, the partnership is required to distribute 50% of
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its monthly EBITDA (and other funds available for distribution), less working capital required by the partnership and

payments under its separate credit agreements, to The Denver Post Corporation. I.
e Through our wholly-owned subsidiary, The Detroit News, Inc., we own a limited partnership interest in Detroit

Newspaper Partnership, L.P. Under the Detroit JOA agreement, the partnership is required to make fixed preferred l.

distributions to us monthly, as well as reimburse us for our news and editorial costs. The fixed preferred distributions

are as follows: $5.0 million for years 2006 and 2007; $4.0 million for years 2008 and 2009; $3.0 million for years l.

2010 and 2011; $2.0 million for the year 2012; and $1.9 million for all remaining years. Beginning in 2009, we may

receive incremental distributions based on profit growth of the Detroit JOA. '.
e Through our wholly-owned subsidiary, West Coast MediaNews LLC, we own a 54.23% interest in the California

Newspapers Partnership (“CNP”).  Under the terms of the partnership agreement, we are entitled to monthly 'l

distributions of the partnership’s EBITDA in proportion to our partnership interest, less working capital required and

debt service payments (total CNP debt, excluding the debt and capital leases we contributed to the partnership, is l.

$1.2 million at June 30, 2006 of which our share is $0.7 million).

e  Through our wholly-owned subsidiary, New Mexico-Texas MediaNews LLC, we own a 59.4% interest in the Texas-

New Mexico Newspapers Partnership. Pursuant to the partnership agreement, the partnership management Il

committee is required to determine the amount of earnings (before depreciation and amortization) or other

partnership funds available for distribution for each accounting period and distribute (generally monthly) 59.4% of

such funds to New Mexico-Texas MediaNews LLC. ll
e Through our wholly-owned subsidiary, Eastern Colorado Publishing Company, we own 50% of the Prairie Mountain ll

Publishing Company. Under the Prairie Mountain Publishing Company partnership agreement, monthly distributions

equal to 50% of EBITDA (and other funds available for distribution), less working capital required by the ..

partnership, are required to be made to Eastern Colorado Publishing Company.

Off-Balance Sheet Arrangements

Our share of long-term debt in unconsolidated JOAs (Denver) was approximately $16.2 million at June 30, 2006

(excludes approximately $41.7 million at June 30, 2006 for our share of the Denver JOA construction lease related to a new .l
building to consolidate the Denver JOA operations). We expect the Denver JOA will terminate the construction lease in the
second quarter of our fiscal year 2007. .l
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Contractual Obligations

The following table represents our contractual obligations as of June 30, 2006:

Less than More than
Total 1 Year 1-3 Years 3-5 Years 5 Years
- (Dollars in thousands)

Long-Term Debt(1)...ooromieiiinieieineenies $ 861,923 $ 3,926 $ 41,843 § 356,459 $ 459,695
Capital Lease Obligations, Net of Imputed

INEEEESE..oveereeeeeveeerenreneieessentsaerenecssresessennns 5,970 207 519 645 4,599

Operating Leases ......oovmerermernnnrssennen 41,135 6,865 10,655 4,147 19,468

Purchase Obligations(2) 116,922 41,972 56,492 15,243 3,215
Other Long-Term Liabilities Reflected on

the Balance Sheet under GAAP(3) ............... 28,774 — 2.496 9.406 16,872

TOtAL vt s e $1,054,724 $ 52970 § 1i2.005 $ 385900 3 503,849

(1) Does not reflect our August 2, 2006 amended credit facility which provided for a new term loan “C.” Maturities related to the new term loan “C”
facility are as follows: Fiscal years 2007 through 2011 -- $3.5 million each year; and thereafter -- $329.0 million.

(2) Purchase obligations primarily include commitments to purchase newsprint. One of our newsprint contracts requires us to purchase newsprint at
market. For purposes of this disclosure we used the market price as of June 2006. It is difficult to predict the price of newsprint over the term of the
contract.

(3) Reflected on the balance sheet in Other Liabilities (long-term) at June 30, 2006 is $6.6 million related to the amount accrued to repurchase an option
held by a third party to purchase the assets used in the publication of one of our newspaper properties. The option was exercisable beginning in
January 2003; however it is included in Other Liabilities (long-term) because if the option is put to us, we expect to fund the payment with available
borrowings from our bank credit facility.

Near Term Outlook
Newsprint Prices

Newsprint suppliers last announced a price increase for August 2006. However, the timing and amount of the price
increase has and continues to vary widely among newsprint purchasers and suppliers, and we believe that such increase is
unlikely to hold. The August 2006 RISI (“Resource Information Systems, Inc.”) price index for 30 pound newsprint was
$663 per metric ton compared to $612 per metric ton in August 2005. As a large buyer of newsprint, our cost of newsprint
continues to be below the RISI price index.

Recently Issued Accounting Standards

See Note 2: Significant Accounting Policies and Other Matters — Recently Issued Accounting Standards, of the notes to
our consolidated financial statements.

Reconciliation of GAAP and Non-GAAP Financial Information
The following tables have been provided to reconcile the Non-GAAP financial information (Adjusted EBITDA and Pro-
Rata Consolidated Income Statement Data) presented in the “Selected Consolidated Financial Data,” and “Management’s

Discussion and Analysis of Financial Condition and Results of Operations” sections of this annual report on Form 10-K to
their most directly comparable GAAP measures (Cash Flows from Operating Activities and GAAP Income Statement Data).
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Reconciliation of Cash Flows from Operating Activities (GAAP measure) to Adjusted EBITDA (non-GAAP measure). ll
Years Ended June 30, l.
2006 2005 2004 2003 2002 l'
(Dollars in thousands)
NON-GAAP FINANCIAL DATA(a) Il
Cash Flows from Operating Activities (GAAP measure)...................... $ 71,508 $ 92,944 $ 76,455 $ 89,759 $ 66,629
Net Change in Operating Assets and Liabilities.................. (4,132) 25,678 20,126 8,619 459
Distributions Paid to Minority Interest..............oocovevvrvmnnnn. 40,782 28,167 36,176 38,765 43,406 '.
Distributions of Net Income from Unconsolidated JOAs (44,120) (71,878) (66,828) (66,326) (50,995)
Distributions of Net Income from Equity Investments (5,228) 9,511) (9,676) (4,360) (1,448) Il
INLErest EXPENSE ....cuvuieieiiiairetiiet ettt eee e st rns 55,564 49,481 57,036 64,252 75,302
Bad Debt EXPENSE...c.ceuviiiieriiniececee e seean (9,893) (8,065) (7,405) (9,632) (10,213) l'
Pension Income (Expense), Net of Cash Contributions........................ (2,427) (1,463) (1,082) (€3] (1,172)
Direct Costs of the Unconsolidated JOAs, Incurred Outside of the
Unconsolidated JOAS(D) ...covvurvieeerieiereeeetceeeeeeee e 46,318 44,286 42,352 39,226 35,367 '.
Net Cash Related to Other (Income), EXpense..........cccooueveereerreeneennn.. 8.963 4,807 5,255 9,675 9,349
Adjusted EBITDA ....cccoovivveeriereerrcen. 157,335 154,446 152,409 169,947 166,684 "
Minority Interest in Adjusted EBITDA......................... (46,541) (41,152) (45,747) (49,089) (45,946)

Combined Adjusted EBITDA of Unconsolidated JOASs........cooocuvenn.... 27,909 38,097 39,842 40,371 36,006

EBITDA of Texas-New Mexico Newspapers Partnership and Prairie I.
Mountain Publishing Company(c) ....................................................... 5,681 9,610 10,108 3,275 —

Adjusted EBITDA Available to Company .8 144384 $ 161,000 § 156612 $ 164504 $ 156,744 [ | |

(|
(@) Non-GAAP Financial Data. Adjusted EBITDA and Adjusted EBITDA Available to Company are not measures of performance recognized under
GAAP. However, we believe that they are indicators and measurements of our leverage capacity and debt service ability. Adjusted EBITDA and "
Adjusted EBITDA Available to Company should not be considered as an alternative to measure profitability, liquidity, or performance, nor should they
be considered an alternative to net income, cash flows generated by operating, investing or financing activities, or other financial statement data

presented in our consolidated financial statements. Adjusted EBITDA is calculated by deducting cost of sales and SG&A expense from total revenues. "
Adjusted EBITDA Available to Company is calculated by: (i) reducing Adjusted EBITDA by the minorities’ interest in the Adjusted EBITDA
generated from the California Newspapers Partnership, the Texas-New Mexico Newspapers Partnership (beginning December 26, 2005), The Denver
Post Corporation (through June 10, 2005) and The York Newspaper Company (through April 30, 2004), our less than 100% owned consolidated .'

subsidiaries (“Minority Interest in Adjusted EBITDA”); (ii) increasing Adjusted EBITDA by our combined proportionate share of the Adjusted
EBITDA generated by our unconsolidated JOAs in Denver, Salt Lake City and through May 7, 2004, Charleston (“Combined Adjusted EBITDA of .'
Unconsolidated JOAs™); and (iii) increasing Adjusted EBITDA by our proportionate share of EBITDA of the Texas-New Mexico Newspapers
Partnership (through December 25, 2005) and our proportionate share of EBITDA of the Prairie Mountain Publishing Company (beginning February 1,

2006) (see footnote (c)). .l
(b)  Direct Costs of Unconsolidated JOAs. Direct Costs of the Unconsolidated JOAs, Incurred Outside of the Unconsolidated JOAs includes the editorial
costs, publishing related revenues, and other direct costs incurred outside of the JOAs by our consolidated subsidiaries associated with The Salt Lake .'

Tribune, The Denver Post, and through May 7, 2004, the Charleston Daily Mail, but excludes depreciation and amortization and other expense not
related to continuing operations as these costs are not included in Adjusted EBITDA. See Note 3: Joint Operating Agencies in the footnotes to our ll
consolidated financial statements for further description and analysis of this adjustment.

(c) The Texas-New Mexico Newspapers Partnership and Prairie Mountain Publishing Company. The Texas-New Mexico Newspapers Partnership .l
agreement, effective March 3, 2003, and the Prairie Mountain Publishing Company agreement, effective February 1, 2006, require the partnerships to
make distributions equal to the earnings of the partnership before depreciation and amortization (EBITDA). From March 3, 2003 through .I
December 25, 2005, our 33.8% share of the EBITDA of Texas-New Mexico Newspapers Partnership and, beginning February 1, 2006, our 50% share
of the EBITDA of Prairie Mountain Publishing Company have been included in Adjusted EBITDA Available to Company as they are an integral part
of our cash flows from operations as defined by our debt covenants. Beginning December 26, 2005, we became the controlling partner of the Texas- .I

New Mexico Newspapers Partnership at which time we began consolidating its results. See Note 4: Investments in California Newspapers Partnership

and Texas-New Mexico Newspapers Partnership and Note 5: Acquisitions, Dispositions and Other Transactions of the notes to the consolidated "
financial statements of this Form 10-K for further discussion of the Texas-New Mexico Newspapers Partnership restructuring and the Prairie Mountain
Publishing Company formation. .l
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Reconciliation of Cash Flows from Operating Activities (GAAP measure) to Adjusted EBITDA presented on a pro-rata
consolidated basis (non-GAAP measure).

Years Ended June 30,
2006 2005 2004
(Dollars in thousands)

NON-GAAP FINANCIAL DATA(a)

Cash Flows from Operating Activities (GAAP mMeasure) ......ocooueivrvmmnininiiencns $ 71,508 $ 92,944 $ 76,455
Net Change in Operating Assets and Liabilities ... (4,132) 25,678 20,126
Distributions Paid to Minority Interest..........ccocooveivencennee . 40,782 28,167 36,176
Distributions of Net Income from Unconsolidated JOAs . . (44,120) (71,878) (66,828)
Distributions of Net Income from Equity Investments ..... . (5,228) 9,511) (9,676)
Interest EXPENSse .....ocoveviveinnerireciennneen et e ettt s e ta e e beeaae e 55,564 49,481 57,036
Bad Deblt EXPENSE .c..cuuveimciriiie sttt s eisse st (9,893) (8,065) (7,405)
Pension Income Expense, Net of Cash Contributions...........ccovocviiunininiies . (2,427) (1,463) (1,082)
Direct Costs of the Unconsolidated JOAs, Incurred Outside of the JOAS® ........... 46,318 44,286 42,352
Combined Adjusted EBITDA of Unconsolidated JOAS(D) e 27,909 38,097 39,842
Minority Interest in Adjusted EBITDA of the York Newspaper Company @ — — (6,864)
Net Cash Related to Other (Income), EXPEnse......ccoivievnnieiiiininiiie 8,963 4.807 5,255
Adjusted EBITDA 185,244 192,543 185,387
Minority Interest in Adjusted EBITDA ..ot (46,541) (41,152) (38,883)
EBITDA of Texas-New Mexico Newspapers Partnership and Prairie Mountain

PUDIShing COMPANY ..covcernivriiririmsiiessisisiessstsssesssss st 5.681 9.610 10,108
Adjusted EBITDA Available t0 COMPANY ....comiiiiiiiiimiininiini s $ 144,384 $ 161,001 156,612

(@) Non-GAAP Financial Data. Adjusted EBITDA and Adjusted EBITDA Available to Company are not measures of
performance recognized under GAAP. However, we believe that they are indicators and measurements of our leverage
capacity and debt service ability. Adjusted EBITDA and Adjusted EBITDA Available to Company should not be
considered as an alternative to measure profitability, liquidity, or performance, nor should they be considered an
alternative to net income, cash flows generated by operating, investing or financing activities, or other financial
statement data presented in our consolidated financial statements. Adjusted EBITDA is calculated by deducting cost of
sales and SG&A expense from total revenues. Adjusted EBITDA Available to Company is calculated by: (i) reducing
Adjusted EBITDA by the minorities’ interest in the Adjusted EBITDA generated from the California Newspapers
Partnership, the Texas-New Mexico Newspapers Partnership (beginning December 26, 2005), and The Denver Post
Corporation (through June 10, 2005), our less than 100% owned consolidated subsidiaries (“Minority Interest in
Adjusted EBITDA™) and (ii) increasing Adjusted EBITDA by our proportionate share of EBITDA of the Texas-New
Mexico Newspapers Partnership and Prairic Mountain Publishing Company. Note that pro-rata consolidation already
takes into account our share of the results from our unconsolidated JOAs and factors out the minority interest associated
with The York Newspaper Company through April 30, 2004.

(b) Combined Adjusted EBITDA of Unconsolidated JOAs. Combined Adjusted EBITDA of Unconsolidated JOAs is
calculated as total revenues, less cost of sales and SG&A expense from the Unconsolidated JOAs Pro-Rata Adjustment
column presented that follows under “— Reconciliation of Income Statement Data presented on a historical GAAP basis
to Non-GAAP Income Statement Data presented on a pro-rata consolidation basis.”

(c) Direct Costs of Unconsolidated JOAs.  Direct Costs of the Unconsolidated JOAs, Incurred Outside of the
Unconsolidated JOAs includes the editorial costs, publishing related revenues, and other direct costs incurred outside of
the JOAs by our consolidated subsidiaries associated with The Salt Lake T vibune, The Denver Post, and through May 7,
2004 the Charleston Daily Mail, but excludes depreciation and amortization and other expense not related to continuing
operations as these costs are not included in Adjusted EBITDA. See Note 3: Joint Operating Agencies in the footnotes to
our consolidated financial statements for further description and analysis of this adjustment.

(d) Minority Interest in Adjusted EBITDA of the York Newspaper Company. Minority Interest in Adjusted EBITDA of the
York Newspaper Company through April 30, 2004 is calculated as total revenues, less cost of sales and SG&A expense
from the Adjustment to Eliminate 42.5% Minority Interest in York JOA column presented that follows under *
Reconciliation of Income Statement Data presented on a historical GAAP basis to Non-GAAP Income Statement Data
presented on a pro-rata consolidation basis.”
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Reconciliation of Income Statement Data presented on a historical GAAP basis to Non-GAAP Income Statement Data l.
presented on a pro-rata consolidation basis. . I.
See footnotes (1) and (2) at the end of these reconciliations for a description of the adjustments made. See footnote (a) on |.
the preceding page for a description of our method of calculating Adjusted EBITDA. All amounts shown in the following
reconciliations are in thousands. I.
Year Ended June 30, 2006 ..
Unconsolidated As Presented on
As Presented JOASs Pro-Rata a Pro-Rata
Under GAAP Adjustment(2) Basis Il
Total Revenues.........cooceveveeeeeeeeereieenann, $ 835,876 $ 296,547 $ 1,132,423
Loss from Unconsolidated JOAs .............. (23,298) 23,298 — I'
Cost of Sales .....oovvveveeieeeeeeeeeeeeeean, 260,939 120,824 381,763 ll
Selling, General and Administrative.......... 417,602 147,814 565,416
Depreciation and Amortization................. 44,067 48,194 92,261 l.
Interest EXpense........oovovvevevvccenvininenen 55,564 263 55,827
Other (Income) Expense, Net.................... 1,440 2,750 4,190 ' ..
Total Costs and Expenses....................... 779,612 319,845 1,099,457
Gain on Sale of Newspaper Properties...... 1,129 — 1,129 Il
Minority Interest ............ccoooovivioeeenveennn. (35,033) — (35,033) l'
NetIncome......oovveeeeeiiiieeneeeeeeeeeeee 1,077 — 1,077
Adjusted EBITDAG) ...coovoveiieiieeeen, § 157,335 § 27,909 § 185,244 n
Year Ended June 30, 2005 .l
Unconsolidated As Presented on
As Presented JOASs Pro-Rata a Pro-Rata .l
Under GAAP Adjustment(2) Basis
Total Revenues..............ccoeeveeeeeerennnnn. $ 779,279 $ 302,475 $ 1,081,754 .l
Income from Unconsolidated JOAs........ 23,291 (23,291) — .'
Cost of Sales ........cccovevveeeriieceeece, 242,653 119,803 362,456
Selling, General and Administrative ....... 382,180 144,575 526,755 .l
Depreciation and Amortization............... 40,598 13,423 54,021
Interest EXpense.......oooevevevvcvineneennennen. 49,481 198 49,679 .'
Other (Income) Expense, Net.................. 8,669 1.185 9.854
Total Costs and Expenses ..................... 723,581 279,184 1,002,765 .'
Minority Interest ............cccooveveveenverennn.. (29,334) — (29,334)
Net Income.....cccoevvevnveeeeeiiireeeeeeeereenn, 39,880 — 39,880 .'
Adjusted EBITDAQ3) ...ooveveviciecn. $ 154,446 $ 38,097 $ 192,543 .I
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Year Ended June 30, 2004
Adjustment to
Eliminate 42.5% Unconsolidated
As Presented Minority Interest JOAs Pro-Rata As Presented on
Under GAAP in York JOA(1) Adjustment(2) a Pro-Rata Basis

Total REVENUES.....ccccveveevenirereniciiieirinenes $ 753,829 $  (15,280) $ 311,302 $ 1,049,851
Income from Unconsolidated JOAs.......... 22,207 — (22,207) —
Cost 0f Sales .....ovvvvreeecerevceeiiieees 234,784 (3,192) 124,216 355,808
Selling, General and Administrative ......... 366,636 (5,224) 147,244 508,656
Depreciation and Amortization................. 40,742 (500) 15,211 55,453
Interest EXPense .....coovvivvvrmvininniencsnneces 57,036 (78) 300 57,258
Other (Income) Expense, Net.................... 17,365 (264) 2.124 19,225
Total Costs and Expenses............cccou..e. 716,563 (9,258) 289,095 996,400
Gain on Sale of Newspaper Properties...... 6,982 — — 6,982
Minority Interest ......ccoovivvininviciiiniennnens (32,237) 6,022 — (26,215)
NEt INCOME ...evvveiiieeieeeeeeireeeeeeeeeeeierenens 26,737 — _— 26,737
Adjusted EBITDAQ3) ....cvvvivmennirieennnnns $ 152,409 $ (6,864) $ 39,842 $ 185,387

M

@

3

Adjustment to Eliminate 42.5% Minority Interest in York JOA. Eliminates The York Newspaper Company JOA minority
partner’s 42.5% share from the individual line items with a corresponding adjustment to GAAP minority interest through
April 30, 2004. Effective April 30, 2004, we acquired the minority interest in The York Newspaper Company. The
difference between the minority interest adjustment provided in the reconciliation of Cash Flows from Operating
Activities (GAAP measure) to Adjusted EBITDA presented on a pro-rata consolidated basis (non-GAAP measure) and
the pro-rata minority interest adjustment above is that certain items (Depreciation and Amortization, Interest Expense
and Other (Income) Expense, Net) are excluded from Minority Interest in Adjusted EBITDA.

Unconsolidated JOAs Pro-Rata Adjustment. The adjustment to pro-rata consolidate our unconsolidated JOAs includes
our proportionate share, on a line item basis of the income statements of our unconsolidated JOAs. Our interest in the
earnings of the Salt Lake City JOA is 58%, while our interests in Denver Newspaper Agency and Charleston
Newspapers (through May 7, 2004) are 50%. This adjustment also includes the editorial costs, publishing related
revenues, depreciation, amortization, and other direct costs incurred outside of the JOAs by our consolidated subsidiaries
associated with The Salt Lake Tribune, The Denver Post, and the Charleston Daily Mail (through May 7, 2004). See
Note 3: Joint Operating Agencies in the footnotes to our consolidated financial statements for further description and
analysis of the components of this adjustment.

Adjusted EBITDA. Adjusted EBITDA is a non-GAAP measure.
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Item 7A: Quantitative and Qualitative Disclosures About Market Risk l.
We are exposed to market risk arising from changes in interest rates associated with our bank debt, which includes our ]
bank term loans and bank credit facility.
The following table provides information about our debt obligations that are sensitive to changes in interest rates. The I.
table presents principal cash flows and related weighted-average interest rates by expected maturity dates. Weighted-average
variable rates are based on implied forward rates as derived from appropriate annual spot rate observations as of the reporting l'
date.

Interest Rate Sensitivity
Principal or Notional Amount by Expected Maturity l.
Average Interest or Swap Rate n

Fair Value

Years Ended June 30, 2006 l'
2007 2008 2009 2010 2011 Thereafter Total (Liability)
(Dollars in thousands) ..
Liabilities
Long-Term Debt including I'
Current Portion

Fixed Rate.......ooceerevrrnnricreeans $ — $ -— $ — $ — $ — $ 446,813 $ 446,813 $ 403,125
Average Interest Rate 8.64% 8.64% 8.64% 8.64% 8.64% 8.64% .'
Variable Rate .........oc.ccoevcvrinnne $ 4973 $ 14973 $ 29973 $ 317,404, $ 98817 $ 332,500 $ 798,640 $ 798,640 .l
Average Interest Rate' ............. 6.83% 6.83% 6.83% 6.83% 6.83% 6.83%
Total oo $1,245,453(a) .|

(a) The long-term debt (including current portion) of $1,245.4 million from the Market Risk table above differs from
total long-term debt of $861.9 million reported in Note 6: Long-Term Debt of the notes to the consolidated [ ]
financial statements due to the following (in millions):
$ 11,2454 Balance per table above .'
228 (b

(406.3) (c) .'
$ 861.9 Total per Note 6: Long-Term Debt

(b) Relates to various notes payable due through 2013. The Market Risk table above excludes these long-term .'
obligations as we could not practicably estimate fair value due to the lack of quoted market prices for these types
of instruments and our inability to estimate the fair value without incurring the excessive costs of obtaining an .'
appraisal.

(c) Reflects our August 2, 2006 amended credit facility, which provided for a new $350.0 million term loan “C,” ll
which we used along with borrowings under our revolver of $56.3 million to fund our August 2, 2006 acquisition. .|
See Note 16: Subsequent Events of the notes to the consolidated financial statements for further discussion.

|
|
|
|
|
|
|
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DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K includes “forward-looking statements” within the meaning of Section 27A of the
Securities Act and Section 21E of the Exchange Act. Forward-looking statements contained herein and elsewhere in this
annual report on Form 10-K are based on current expectations. Such statements are made pursuant to the safe harbor
provisions of the Private Securities Litigation Reform Act of 1995. The terms “expect,” “anticipate,” “intend,” “believe,” and
“project” and similar words or expressions are intended to identify forward-looking statements. These statements speak only
as of the date of this Annual Report on Form 10-K. These forward-looking statements are subject to certain risks and
uncertainties that could cause actual results and events to differ materially from those anticipated and should be viewed with
caution. Potential risks and uncertainties that could adversely affect our ability to obtain these results, and in most instances
are beyond our control, include, without limitation, the following factors: (a) increased consolidation among major retailers,
bankruptcy or other events that may adversely affect business operations of major customers and depress the level of local
and national advertising, (b) an economic downturn in some or all of our principal newspaper markets that may lead to
decreased circulation or decreased local or national advertising, (c) a decline in general newspaper readership patterns as a
result of competitive alternative media or other factors, (d) increases in newsprint costs over the level anticipated, (e) labor
disputes which may cause revenue declines or increased labor costs, (f) acquisitions of new businesses or dispositions of
existing businesses, (g) costs or difficulties related to the integration of businesses acquired by us may be greater than
expected, (h) increases in interest or financing costs, (i) rapid technological changes and frequent new product introductions
prevalent in electronic publishing, including increased competition from Internet advertising and news sites and (j) other
unanticipated events and conditions. It is not possible to foresee or identify all such factors. We make no commitment to
update any forward-looking statement or to disclose any facts, events, or circumstances after the date hereof that may affect
the accuracy of any forward-looking statements.
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Item 8: Financial Statements and Supplementary Data

The response to this item is filed as a separate part of this report. See Item 15: Exhibits and Financial Statement
Schedules. '

Item 9: Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
None
Item 9A: Controls and Procedures

As of June 30, 2006, we carried out an evaluation, under the supervision and with the participation of our management,
including our Chief Executive Officer, President, and Chief Financial Officer, of the effectiveness of the design and operation
of our disclosure controls and procedures as defined in Rules 15d-15(e) of the Securities Exchange Act of 1934. Based upon
that evaluation, the Chief Executive Officer, President, and Chief Financial Officer concluded that our disclosure controls and
procedures were sufficiently effective to provide reasonable assurance that material information regarding us and/or our
subsidiaries required to be disclosed by us in the reports filed or submitted by us under the Exchange Act is recorded,
processed, summarized and reported within the time periods specified in the Securities and Exchange Commission rules and
forms. During the fourth quarter of our fiscal year 2006, there were no changes in our internal control over financial reporting
that materially affected, or are reasonably likely to materially affect, our internal controls over financial reporting.

The Company’s management, including the CEO, President, and CFO, does not expect that our disclosure controls or our
internal controls will prevent all errors and all fraud. A control system, no matter how well conceived and operated, can
provide only reasonable, not absolute, assurance that the objectives of the control system are met. Further, the design of a
control system must reflect the fact that there are resource constraints, and the benefits of controls must be considered relative
to their costs. Our disclosure controls and procedures are designed to provide reasonable assurance of achieving their
objectives. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute
assurance that all control issues and instances of fraud, if any, within the company have been detected. These inherent
limitations include the realities that judgments in decision-making can be faulty, and that breakdowns can occur because of
simple errors or mistakes. Additionally, controls can be circumvented by the individual acts of some persons or by collusion
of two or more people. The design of any system of controls also is based in part upon certain assumptions about the
likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals under all
potential future conditions; over time, controls may become inadequate because of changes in conditions, or the degree of
compliance with the policies or procedures may deteriorate. Because of the inherent limitations in a cost-effective control
system, misstatements due to error or fraud may occur and not be detected.

Item 9B: Other Information

None
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PART III
Item 10: Directors and Executive Officers of the Registrant

Set forth below are the names, ages and titles and a brief account of the business experience of each person who is a
director, executive officer or other significant employee of ours.

Name Age Title

Richard B. Scudder..........ccooeiiinceninrniiienns 93  Chairman of the Board and Director

William Dean Singleton.........cccocoevcniinnninnnnn. 55 Vice Chairman and Chief Executive Officer and Director

Joseph J. Lodovic, V... 45  President

Steven B. ROSSI...cccocverieerieneiiniiiccines 57 Executive Vice President and Chief Operating Officer

Anthony F. Tierno......coororeeirieievnieniie e 61  Senior Vice President of Operations

Eric J. Grilly ..o 35 President, MediaNews Group Interactive; Senior Vice
President MediaNews

Ronald A. Mayo.......cccovvvevienienienereneienicinae, 45 Vice President and Chief Financial Officer

James L. McDougald ..o, 53 Treasurer

Michael J. Koren........cccovevieviecinicciniincinnns 39  Vice President and Controller

Steven M. Barkmeier ........c.ccooeveeneeniicnennn 45  Vice President Tax

Elizabeth A. Gaier.......ccoocvviriiniriiicicceciens 41  Senior Vice President of New Business Development

Charles M. Kamen .........ccccceceevenveorinccnnccinniin 58  Vice President Human Resources

David M. BESSEN....c.ocovveireirreerenieneesrecreeee e 52 Vice President and Chief Information Officer

Patricia RObinson.......cccecvviieccccinicnnviicinenn 64  Secretary

Jean L. Scudder.........cvvreieiinnciiiienececee 52 Director

Howell E. Begle, Jr. ..., 62  Director

Each director is elected annually and serves until the next annual meeting of shareholders or until his/her successor is duly
elected and qualified. Our directors are not compensated for their service as directors. They do, however, receive
reimbursement of expenses incurred from the attendance at Board of Directors meetings. Please see Item 13: Certain
Relationships and Related Transactions for a description of consulting payments made to Mr. Scudder. Our executive
officers are appointed by and serve at the pleasure of the Board of Directors.

Business Experience
Richard B. Scudder has served as Chairman of the Board and a Director of MediaNews since 1985.

William Dean Singleton has served as Vice Chairman and Chief Executive Officer and a Director of MediaNews since
1985. He is also the Publisher of The Denver Post effective February 2001, the Publisher of The Salt Lake Tribune effective
August 2002, and the Publisher of the York Daily Record and York Sunday News effective May 2004.

Joseph J. Lodovic, IV has served as President of MediaNews since February 2001. Prior thereto, he served as Executive
Vice President and Chief Financial Officer from 1993 to February 2001. Mr. Lodovic has been with MediaNews since 1987.

Steven B. Rossi has served as Executive Vice President and Chief Operating Officer of MediaNews since September
2006. Prior thereto he served as Senior Vice President and Chief Financial Officer of Knight Ridder Inc. from January 2005
until its acquisition by The McClatchy Company in June 2006. He previously served as President/Newspaper Division of
Knight Ridder from 2001 to 2004 and Senior Vice President/Operations of Knight Ridder from 1998 to 2001.

Anthony F. Tierno has served as Senior Vice President of Operations since February 2001. Prior thereto, he served as
Executive Vice President and Chief Operating Officer of MediaNews from 1993 to February 2001. Mr. Tiemo has been with

MediaNews since its inception in 1985.

Eric J. Grilly has served as President of MediaNews Group Interactive since October 2002 and as Senior Vice President
of MediaNews Group since September 2006. Prior thereto, he served as Vice President of MediaNews Group Interactive
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from October 2000 to October 2002. From May 1999 to October 2000, Mr. Eric Grilly was Vice President of Interactive
Media of The Denver Post Corporation. Mr. Eric Grilly is the son of Mr. Gerald E. Grilly who served as Executive Vice
President and Chief Operating Officer of MediaNews from February 2001 through August 2006.

Ronald A. Mayo has served as Vice President and Chief Financial Officer since February 2001. Prior thereto, he served
as Vice President Finance and Controller from September 1994 to February 2001.

James L. McDougald has served as Treasurer since September 1994. Prior thereto, he was Controller for MediaNews
from 1988 to 1994.

Michael J. Koren has served as Vice President and Controller since July 2001.

Steven M. Barkmeier has served as Vice President Tax since July 2004. Prior thereto, he served as Director of Tax from
November 1995 to June 2004.

Elizabeth A. Gaier has served as Senior Vice President of New Business Development since January 2006. Prior thereto,
she served as Vice President of New Business Development from November 2001 to January 2006. Prior thereto she served
as Director of Advertising at the Ventura County Star from 2000 to 2001.

Charles M. Kamen has served as Vice President Human Resources for MediaNews Group since he joined the Company
in April 2000.

David M. Bessen has served as Vice President and Chief Information Officer since November 2005. Prior thereto, he
served as Director of Information Services for Copley Press from 1996 to 2005.

Patricia Robinson has served as Secretary of MediaNews since 1986. Ms. Robinson is the sister of Mr. William Dean
Singleton.

Jean L. Scudder has served as a Director of MediaNews since July 1998. Ms. Scudder is the daughter of Mr. Richard B.
Scudder.

Howell E. Begle, Jr. has served as a Director of MediaNews since November 1996. Mr. Begle is Of Counsel to Hughes
Hubbard & Reed LLP, which law firm is counsel to MediaNews and its affiliates.

Audit Committee Financial Expert
We are not a listed issuer as defined in Rule 10A-3 under the Exchange Act and therefore are not required to have an

audit committee comprised of independent directors; our board of directors acts as our audit committee. Additionally, we do
not have an audit committee financial expert, as that term is defined by [tem 401(h) of Regulation S-K.

Code of Ethics
We have adopted a code of ethics that applies to all employees and officers of MediaNews. You may obtain a copy of

our code of ethics, without charge, by request directed to Ronald A. Mayo, at MediaNews Group, Inc., 101 West Colfax,
Suite 1100, Denver, CO 80202, (303) 954-6360.
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Item 11: Executive Compensation

The following table sets forth the cash compensation paid or payable to Mr. Singleton and each of the other four most
highly compensated executive officers whose direct or allocated cash compensation exceeded $100,000 for services rendered
to MediaNews in fiscal year 2006. None of our executive officers have an employment agreement with us except Messrs.
Singleton and Lodovic.

Annual Compensation Long Term Compensation

Fiscal Restricted Stock All Other

Name and Principal Position Year Salary Bonus Awards (a) Compensation (b)

William Dean Singleton 2006 $1,010,625  $ 250,000 $ 588,745 $ 159,988
Vice Chairman, Chief Executive Officer 2005 962,475 450,000 — 196,427
2004 872,250 150,000 — 115,933
Joseph J. Lodovic, IV . 2006 $ 671,700 $ 250,000 $ 353,320 $ 80,785
President 2005 639,600 400,000 — 60,316
2004 574,950 150,000 — 47,140
Gerald E. Grilly (€).econrerierreiericieeinicines 2006 $ 614,375 $ 81,250 $ 659,190 $ 50,367
Executive Vice President & 2005 589,375 157,500 — 64,509
Chief Operating Officer 2004 538,050 113,750 — 15,398
Anthony F. TIemMO ..o 2006 $ 373,013 $ 5,000 $ 1,334,075 $ 24,105
Senior Vice President of Operations 2005 358,750 42,500 — 30,414
2004 322,875 61,250 — 19,164
Eric J. Grilly cooeevcciieiciecccnceeees 2006 $ 271,050 $ 75,000 $ 156,950 $ 9,896
President, MediaNews Group Interactive 2005 256,250 95,500 — 23,355
2004 206,500 83,500 — 10,213

(a) Reflects the value of restricted stock units calculated by multiplying the number of units granted times the fair value
as defined and calculated in accordance with the RSU plan document on the date of the grant. The number of
restricted stock units held by each of the named executive officers at June 30, 2006 and the dollar value of such units
are as follows: Mr. Singleton, 1,613 units, $390,346; Mr. Lodovic, 968 units, $234,256; Mr. Gerald E. Grilly, 1,806
units, $437,052; Mr. Tierno, 3,655 units, $884,510; Mr. Eric J. Grilly, 430 units, $104,060. Fair market value of the
RSU grants fluctuates with our performance and the performance of certain of our peers in the newspaper industry.

(b) Included in “All Other Compensation” are amounts earned under the deferred compensation plans described below.

(c) Effective August 31, 2006, Mr. Grilly retired from MediaNews. In connection therewith, Mr. Grilly will receive
severance of $1.25 million payable over three years, $150,000 bonus associated with the August 2, 2006 acquisition,
as well as $250,000 in connection with the Company’s long-term compensation plans.

During fiscal year 2003, we adopted the non-qualified MediaNews Group Supplemental Executive Retirement Plan, or
the “2003 Plan,” which does not qualify as a long-term incentive plan as defined in Instruction 7 (iii) to Item 402(a)(3) of
Regulation S-K. This plan has been offered to certain of our eligible corporate executives. The 2003 Plan allows participants
to defer a portion of their compensation, including bonuses, if any, on a pre-tax basis. There is no company match on these
deferrals; however, the deferrals earn a return based on notional investment elections made by the individual participants. In
addition, we may, at our discretion, elect to make contributions to the participants’ accounts based on a comparison of our
actual profits to budgeted profits during each fiscal year. Any such contribution is subject to vesting, which is generally ten
years from the date of participation in the plan. In addition to the 2003 Plan, in fiscal year 2004 we implemented an executive
retirce medical benefit plan. The retiree medical benefit plan provides for full health care coverage during retirement for the
participants in the 2003 plan. There are minimum age and years of service criteria for eligibility for benefits under this plan.

We also award discretionary bonuses to executive officers who are not covered by employment agreements based on
completion of individual performance criteria determined on an annual basis.

Effective June 29, 2005, we adopted the Career Restricted Stock Unit Plan (“RSU Plan™) intended to encourage retention
and reward performance of selected senior management over a significant period of time. The RSU plan is administered by
our board of directors (or a designated committee). The RSU Plan provides for the award to members of senior management
selected by our board (or committee) for participation in the Plan of such number of restricted stock units (“RSUs”) at such
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time or times as determined by our board (or committee) in its discretion. Each RSU represents the right to receive one share
of our new class of common stock, Class B (which is non-voting and does not pay dividends, but which is convertible into
Class A in certain circumstances), subject to vesting and other requirements. RSUs granted to a participant vest upon the
later to occur of:

¢ the earlier of (x) the completion of 20 years of continuous service with us or our affiliates or (y) attainment of age 67
while still employed by us or our affiliates; or

 the date on which the participant (a) has completed at least five years of participation in RSU Plan and (b) has a
combined age and years of continuous service with us or our affiliates of at least 72.

RSUs fully vest upon the occurrence of a “Change in Control” (as defined) and vest pro rata in the event of the
participant’s death, disability or termination of employment by us without cause. Any RSUs not so vested are forfeited upon
the participant’s termination of employment, unless otherwise determined by the board (or committee) in its sole discretion.

Shares of our Class B common stock will be issued to holders of vested RSUs upon the earliest of the participant’s
separation from service, the participant’s disability and the occurrence of a “Qualified Change in Control” (as defined).

Recipients of shares issued pursuant to RSUs have the right to require us to repurchase a number of shares at their then
fair market value (as determined by formula outlined in the RSU plan) that is sufficient to enable them to pay taxes due in
connection with such issuance, provided that our board of directors may suspend such right at any time. At any time
following the six-month anniversary of the date of issuance of shares of such Class B common stock, we have the right to
repurchase such shares at their then fair market value (as determined by formula outlined in the RSU plan). Such repurchase
rights will terminate if we consummate an initial public offering of our common stock.

The issuance of up to 150,000 shares of our Class B common stock is authorized under the RSU Plan. RSU grants have
been awarded to the following executive officers in fiscal years 2006 and 2007: Mr. William Dean Singleton, Mr. Joseph J.
Lodovic, 1V, Mr. Anthony F. Tierno, Mr. Ronald A. Mayo, Mr. James L McDougald, Mr. Charles M. Kamen, Mr. Eric J.
Grilly and Ms. Elizabeth A. Gaier. Mr. Gerald E. Grilly and Mr. Stephen M. Hesse received RSU grants in fiscal year 2006.

Equity Compensation Plan Information
As of June 30, 2006, the number of shares of our Class B common stock to be issued upon exercise of securities issued

under our Career RSU Plan (which is our only equity compensation plan) and the number of shares reserved for future
issuance thereunder was as follows:

(a) (b) (©)
Number of securities remaining
Number of securities to | Weighted-average available for the future issuance
be issued upon exercise | exercise price of under equity compensation
of outstanding options, | outstanding options, | plans (excluding securities re-
Plan Category warrants and rights warrants and rights | flected in column (a))
Equity compensation plans
approved by security holders -0- $-0- 139,895
Equity compensation plans not -0- $-0- -0-
approved by security holders
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Employment and Other Agreements

Under the terms of Mr. Singleton’s Employment Agreement, which was amended and restated effective July 1, 2005, Mr.
Singleton is currently entitled to receive cash compensation at an annual rate of $1,035,300, subject to annual increase of not
less than 5%, and a one-time cash bonus of $100,000, which was paid in June 2005. In addition, Mr. Singleton is entitled to
receive an annual cash bonus of up to $500,000 for each fiscal year based on a comparison of our actual profits to budgeted
profits during such fiscal year. Other discretionary bonuses may be paid which are not part of his Employment Agreement, if
approved by the Board of Directors. Mr. Singleton’s Employment Agreement expires on December 31, 2009, but is
automatically renewed for successive one-year terms unless either party gives notice terminating the Employment Agreement
at least 120 days prior to the expiration of the existing term. Additionally, Mr. Singleton’s Employment Agreement may be
terminated prior to the expiration of the existing term under certain circumstances. Mr. Singleton is entitled to severance
payments if his employment terminates for certain reasons. In addition, if the Employment Agreement terminates by
expiration at the end of the initial term or any renewal term, Mr. Singleton is entitled to receive a cash payment equal to his
base annual salary in effect immediately prior to termination, plus an amount equal to the maximum annual bonus he is
eligible to earn. Under Mr. Singleton’s Employment Agreement, he is eligible to participate in equity ownership and
incentive plans established for executive personnel. Mr. Singleton’s Employment Agreement also provides for him to be
reimbursed for the annual premium (up to a maximum premium of $100,000 per year) on up to $40 million of term life
insurance insuring his spouse as part of his estate planning. Mr. Singleton’s Employment Agreement contains a two-year
non-compete covenant for all geographical areas in which newspapers are owned or managed by us and or our subsidiaries
with paid print circulation in excess of 25,000 at the time of termination of the Employment Agreement; provided, however
that the ownership of up to 5% of any class of publicly traded securities of any entity shall not be deemed to be a violation.
In the event of his disability, Mr. Singleton has the right to require MediaNews to purchase his common stock from time to
time during his lifetime in an aggregate amount not to exceed $1.0 million in any fiscal year. At June 30, 2006, the total
estimated cost (determined actuarially) of the repurchase would be $26.8 million and such amount is recorded as a
component of “Putable Common Stock” on our balance sheet. From 1996 through 2002, MediaNews advanced a total of
$1.5 million to the Singleton Irrevocable Trust (see Item 12: Security Ownership of Certain Beneficial Owners and
Management) to fund premiums on cash surrender life insurance policies covering Mr. Singleton and his wife. The advances
are recorded in our consolidated balance sheet as a component of other long-term assets. Advances will be repaid when the
policy is surrendered or earlier at Mr. Singleton’s option. No interest is charged to Mr. Singleton on these advances. No
funding by MediaNews of this insurance coverage has occurred subsequent to July 2002. The cash surrender value life
insurance policies were originally purchased in order to mitigate the impact of estate taxes that may be due on MediaNews
stock held in the Singleton Revocable Trust as a result of the death of Mr. Singleton and his spouse and the resulting need for
us to repurchase such shares to provide liquidity in the Singleton Revocable Trust.

Mr. Lodovic’s Employment Agreement was amended and restated effective July 1, 2005. Mr. Lodovic is currently
entitled to receive cash compensation at an annual rate of $688,200, subject to annual increase of not less than 5%, and a one-
time cash bonus of $100,000, which was paid in June 2005. In addition, Mr. Lodovic is also entitled to receive an annual cash
bonus of up to $400,000 for each fiscal year based on a comparison of our actual profits to budgeted profits during such year.
Other discretionary bonuses may also be paid which are not part of his employment agreement, if approved by the Board of
Directors. Mr. Lodovic’s Employment Agreement expires on December 31, 2009, but is automatically renewed for
successive one-year terms unless either party gives notice terminating the Employment Agreement at least 120 days prior to
the expiration of the existing term. Additionally, Mr. Lodovic’s Employment Agreement may be terminated prior to the
expiration of the existing term under certain circumstances. Mr. Lodovic is entitled to severance payments if his employment
terminates for certain reasons. In addition, if the Employment Agreement terminates by expiration at the end of the initial
term or any renewal term, Mr. Lodovic is entitled to receive a cash payment equal to his base annual salary in effect
immediately prior to termination, plus an amount equal to the maximum annual bonus he is eligible to earn. Under Mr.
Lodovic’s Employment Agreement, he is also eligible to participate in equity ownership and incentive plans established for
executive personnel. Mr. Lodovic’s Employment Agreement contains a two-year non-compete covenant for all geographical
areas in which newspapers are owned or circulated by us or our subsidiaries with paid print circulation in excess of 25,000 at
the time of termination of the Employment Agreement; provided, however that the ownership of up to 5% of any class of
publicly traded securities of any entity shall not be deemed to be a violation. Mr. Lodovic is also party to a Shareholder
Agreement with the Company. The Shareholder Agreement entitles Mr. Lodovic, upon termination of his employment
following December 31, 2009, by mutual agreement, or as a result of breach by the Company or certain other circumstances,
to put to us at a price of 100% of the then fair market value (as determined by formula outlined in the Shareholder
Agreement) shares of Class A and B common stock which he owns. We also have a call under Mr. Lodovic’s Shareholder
Agreement to acquire, and Mr. Lodovic has a right to put, such shares following termination of his employment under other
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circumstances, at a price equal to a percentage of fair market value (as determined by formula outlined in the Shareholder
Agreement), which increases to 100% on December 31, 2009 (at June 30, 2006, Mr. Lodovic is entitled to 80% of the fair
market value). As of June 30, 2006, the value of Mr. Lodovic’s put, as calculated per terms of the Sharcholder Agreement,
was estimated to be $14.1 million and is recorded as a component of “Putable Common Stock” on our balance sheet. In the
event of his disability, Mr. Lodovic has the right to require MediaNews to purchase his common stock from time to time
during his lifetime in an aggregate amount not to exceed $1.0 million in any fiscal year.

Compensation Committee Interlocks and Insider Participation

Decisions regarding annual compensation of executives other than Messrs. Singleton and Lodovic are made by Mr.
Singleton and Mr. Lodovic. Our Board of Directors is responsible for approving Mr. Singleton’s and Mr. Lodovic’s
Employment Agreements, including their compensation. The Board of Directors of MediaNews does not have a
compensation committee.

Item 12: Security Ownership of Certain Beneficial Owners and Management

The authorized capital stock of MediaNews consists of 3,000,000 shares of Class A common stock, $0.001 par value,
2,314,346 shares of which are issued of which 2,298,346 are outstanding and 16,000 are held in treasury and 150,000 shares
of Class B common stock, $0.001 par value, none of which are issued or outstanding at June 30, 2006. We have not declared
or paid any cash dividends on our common stock in the past. Our current long-term debt agreements place limits on our
ability to pay dividends. In conjunction with an investment by Hearst in the Company (if approved by the Department of
Justice), we anticipate paying a dividend to the Class A Shareholders of approximately $25.0 million with a portion of the
proceeds from the Hearst investment.

The following table sets forth the number and percentage of shares of our common stock currently issued and outstanding
and beneficially owned by (i) each person known to us to be the beneficial owner of more than 5.0% of any class of our
equity securities; (ii) each executive officer as defined in Item 402(a)(3) of Regulation S-K; and (iii) all directors and
executive officers of MediaNews as a group.

Amount and Nature of Percentage of

Beneficial Ownership(a) Ownership of

Class A Common Stock Class A Common Stock
William Dean Singleton(b),(c),(1),(m)............ 254,858.9900 11.09%
Howell E. Begle, Jr.(b),(d),(1),(m) .veevvern.... 786,426.5100 34.22%
Patricia Robinson(b),(€),(1),(m).....ovc.crverveer... 786,426.5100 34.22%
Joseph J. Lodovic, IV(b),() .ccovveviriiee 58,199.0000 2.53%
Jean L. Scudder(g),(K) ..o vvrerererererreereerrerns 384,065.1200 16.71%
Charles Scudder(h),(K) .....c.ccoovveeveeveernanianns 260,321.3750 11.32%
Elizabeth H. Difani(h),(i),(K)-...cc.orereeereoree. 219,073.4575 9.53%
Carolyn Miller(h),()),(K) e vveeerererererseerererennn. 177,825.5475 7.74%
All directors and executives as a group(n) ..... 2,140,770.0000 93.14%

(a) Beneficial ownership is determined in accordance with the rules of the Securities and Exchange Commission. Except as
indicated by footnote, the persons named in the tables above have sole voting and investment power with respect to all
shares of capital stock indicated as beneficially owned by them.

(b) The address of each such person is: c/o Mr. Howell E. Begle, Jr., Trustee, 1775 [ Street N.W., Suite 600, Washington,
D.C. 20006. Mr. Begle is Of Counsel to Hughes Hubbard & Reed LLP, which law firm is counsel to us.

(c) These shares are held by a revocable trust for the benefit of the children of Mr. Singleton (the “Singleton Revocable
Trust”), for which trust Mr. Begle and Mr. Singleton are trustees.

(d) Includes all shares for which Mr. Begle has sole voting power under the Singleton Family Voting Trust Agreement for
MediaNews (the “Singleton Family Voting Trust Agreement for MediaNews”) and shared investment power, as a trustee
for an irrevocable trust for the benefit of Mr. Singleton’s children (the “Singleton Irrevocable Trust™). Also includes all
shares of common stock held by the Singleton Revocable Trust for which Mr. Begle is a trustee.

46

n
|
i
| |
||
n
n
L]
|
]
n
n
m
m
]
]
m
[
|
]
|
i
u
ul
|
|
|
|
|
|
|




(e) These shares are held by the Singleton Irrevocable Trust for which Ms. Robinson serves as a trustee and as to which she
has shared investment power. Ms. Robinson is Mr. Singleton’s sister.

(f) Legal ownership of 50% of such shares is held by the Singleton Family Voting Trust. Legal ownership of the remaining
50% of such shares is held by the Scudder Family Voting Trust.

(g) Includes 123,743.745 shares of common stock held by a trust for the benefit of two of Ms. Scudder’s nephews, for which
trust Ms. Scudder serves as the sole trustee. Also includes 74,504 shares of common stock held for the benefit of Ms.
Scudder’s son, Benjamin Fulmer, and daughter, Nina Fulmer, for which Ms. Scudder also serves as the sole trustee.
Does not include the shares held by Charles Scudder, Elizabeth Difani, as trustee and/or custodian for certain of her
children, or Carolyn Miller, as trustee and/or custodian for certain of her minor children, with respect to which Ms.
Scudder has sole voting power pursuant to the Scudder Family Voting Trust Agreement for MediaNews (the “Scudder
Family Voting Trust Agreement”). Charles Scudder, Elizabeth Difani and Carolyn Miller are siblings of Ms. Scudder;
all four are the children of Mr. Richard B. Scudder.

(h) Sole voting power with respect to these shares is held by Ms. Scudder pursuant to the Scudder Family Voting Trust
Agreement. See note (g) above.

(i) Ms. Difani holds 132,299.6658 shares as trustee and/or custodian for certain of her children. Sole voting power with
respect to all 219,073.4575 shares is held by Ms. Scudder pursuant to the Scudder Family Voting Trust Agreement. See
note (g) above.

(j) Ms. Miller holds 118,550.365 shares as trustee for certain of her children. Sole voting power with respect to all
177,825.5475 shares is held by Ms. Scudder pursuant to the Scudder Family Voting Trust Agreement. See note (g)
above.

(k) The address of each person is: c¢/o Jean L. Scudder, 193 Old Kents Hill Road, Readfield, Maine 04355.
() Indicates shared voting power.
(m) Indicates shared investment power.

(n) No directors or officers of MediaNews beneficially own any shares in MediaNews at June 30, 2005 except Mr.
Singleton, Ms. Scudder, Mr. Begle, Ms. Robinson and Mr. Lodovic.

Scudder Family Voting Trust Agreement for MediaNews

The children of Richard B. Scudder, which includes Charles A. Scudder, Carolyn S. Miller, Elizabeth H. Difani and Jean
L. Scudder, respectively, and Joseph J. Lodovic, 1V have entered into the Scudder Family Voting Trust Agreement for
MediaNews (the “Scudder Family Voting Trust™) in accordance with which all shares of our common stock held by Charles
Scudder, Carolyn Miller, Elizabeth H. Difani, Jean L. Scudder and 50% of those shares held by Joseph J. Lodovic, IV, were
transferred to the Scudder Family Voting Trust for MediaNews. Under the Scudder Family Voting Trust for MediaNews,
Jean L. Scudder (the “Scudder Trustee”) exercises all voting rights (subject to the consent of shareholders holding 50% of the
common stock held by the Scudder Family Voting Trust for MediaNews on such matters as election of directors, mergers,
dissolution or reorganization of MediaNews, sale, exchange or pledge of all or substantially all of the assets of MediaNews
and acquisition or divestiture by MediaNews of any newspaper venture) and substantially all other rights to which such
shareholders would otherwise be entitled until January 31, 2010, subject to extension by written agreement of one or more
beneficiaries of the Scudder Family Voting Trust Agreement for MediaNews and the Scudder Trustee.

Singleton Family Voting Trust Agreement for MediaNews

The Singleton Irrevocable Trust, the Singleton Revocable Trust and Joseph J. Lodovic, [V have entered into the Singleton
Family Voting Trust Agreement for MediaNews (the “Singleton Family Voting Trust Agreement for MediaNews™) in
accordance with which all shares of our common stock held by the Singleton Irrevocable Trust and the remaining 50% of
those shares held by Joseph J. Lodovic, IV were transferred to the Singleton Family Voting Trust for MediaNews and the
shares of our common stock held by the Singleton Revocable Trust will be transferred to the Singleton Family Voting Trust
for MediaNews upon the death or incapacity of Mr. Singleton. Under the Singleton Family Voting Trust Agreement for
MediaNews, the Singleton Trustees exercise all voting and substantially all other rights to which such shareholders would
otherwise be entitled until January 31, 2010, subject to extension by written agreement of one or more beneficiaries of the
Singleton Family Voting Trust Agreement for MediaNews.
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MediaNews Shareholders’ Agreement

The Singleton Revocable Trust, the Singleton Irrevocable Trust, the Singleton Family Voting Trust for MediaNews, the
Scudder Family Voting Trust for MediaNews, certain of the beneficiaries of such trusts, Joseph J. Lodovic, IV and
MediaNews entered into a Shareholders” Agreement (the “MediaNews Shareholders” Agreement”) which provides, among
other things, that action by the Board of Directors with respect to such matters as the issuance of capital stock, declaration of
dividends, redemption of capital stock, certain capital expenditures, mergers or consolidation, and incurring certain
indebtedness requires the unanimous approval of all Directors then serving on the Board of Directors or approval by the
holders of 75% of the shares of Class A Common Stock entitled to vote on such matters.

The MediaNews Shareholders’ Agreement also provides that until the earlier of (i) the date on which none of our 6 7/8%
Senior Subordinated Notes due October 1, 2013, and our 6 3/8% Senior Subordinated Notes due April 1, 2014 are
outstanding, or (ii) when MediaNews’ Leverage Ratio (as defined in the indenture relating to our 6 3/8% Senior Subordinated
Notes) is less than 3:1, no shareholder may sell, transfer, pledge or otherwise encumber their shares or their interest in their
shares, of our common stock to any third party (except to the Company and certain permitted transfers to family members
and other shareholders), without the consent of all our shareholders or unless all shares of common stock then outstanding are
sold in a single transaction or a contemplated sale to a third party. If any shareholder desires to sell or transfer his shares to us
or the other shareholders without an identified third party buyer, then such shareholder may offer to sell his shares to us at
fair market value determined by appraisal, or if we decline to purchase such shares, such shareholder may offer to sell his
shares to the remaining shareholders at fair market value.

Item 13: Certain Relationships and Related Transactions

Management Services

We are a party to a consulting agreement, renewable annually, with Mr. Richard Scudder, which agreement requires us to
make annual payments of $300,000. In connection with his consulting services, Mr. Scudder participates in our medical
plans at no cost to him and we provide Mr. Scudder with the use of a car, which is also used for personal purposes. The cost
to us for providing this car during the last fiscal year and currently has been the cost of insurance and maintenance. We also
pay the compensation for an administrative assistant for Mr. Scudder.

We are a party to a management agreement with CNP, which prior to being amended as described below, provided us
with a management fee of 1.25% of CNP’s revenues, thereby reducing our total corporate overhead, the effect of which is a
reduction of the impact minority interest expense has on our consolidated statement of operations. In connection with the
August 2, 2006 acquisition of the Contra Costa Times and the San Jose Mercury News, and the related contribution of those
publications into the California Newspapers Partnership, the CNP management agreement was revised. Effective August 2,
2006, the revised agreement provides for annual management fees of $5.4 million, subject to annual adjustments based on
actual costs and the operating performance of CNP.

In addition, in connection with the restructuring of the Texas-New Mexico Newspapers Partnership, the Company as
managing controlling partner is provided an annual management fee of $75,000 by the partnership, subject to annual
adjustments.

Other

MediaNews uses Hughes Hubbard & Reed LLP as one of its legal counsel. Mr. Howell Begle, who is general counsel and
a board member of MediaNews, is Of Counsel to Hughes Hubbard & Reed LLP.
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Item 14: Principal Accountant Fees and Services

The following table presents fees incurred for services provided by Ernst & Young LLP.

All audit and non-audit services for which we engaged the independent auditor to perform and were required to be pre-
approved were pre-approved by our board of directors, which acts as our audit committee. The board of directors considers,
among other things, the possible effect of the performance of such services on the auditor’s independence in order to ensure

that the provision of such services does not impair the auditors’ independence.

Years Ended June 30,

2006 2005 2004
(Dollars in thousands)
AUIE FEES®™ oot er e rane $ 618 $ 563 $ 617
Audit-Related Fees®™ 18 2 121
Tax Fees oo, 2 65 5
TORAL 1o eneenearasennens $ 638 $ 630 $ 743

(a) Fees for professional services incurred by the auditors to comply with Generally Accepted Auditing Standards,
reviews of the Company’s filings with the Securities Exchange Commission, and comfort letters.

(b) Fees for professional services which principally include services in connection with employee benefit plan audits,
due diligence and consultation related to mergers and acquisitions, internal control reviews, attest services not
required by statute or regulation, and consultation concerning financial accounting and reporting standards.

(c) Fees for professional services for tax compliance, tax advice and tax planning. These services include assistance
regarding federal and state tax compliance, return preparation and tax audits.
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AVAILABLE INFORMATION

MediaNews consummated exchange offers for its 6 7/8% Senior Subordinated Notes due 2013 and its 6 3/8% Senior
Subordinated Notes due 2014 in April 2004. Because the exchange offers were registered under the Securities Act of 1933,
MediaNews became subject to the reporting requirements of the Securities Exchange Act of 1934 upon effectiveness of the
registration statements for the exchange offers. Our duty to file reports with the Commission has been suspended in respect of
our fiscal year commencing July 1, 2006 pursuant to Section 15(d) of the Securities Exchange Act of 1934. However, the
indentures governing our Senior Subordinated Notes require that we continue to file quarterly, annual and, if applicable,
current reports on Form 8-K, with the Commission on a voluntary basis.

You can inspect and copy our annual, quarterly and current reports and other information filed with or furnished to the
Commission at the public reference facilities of the Commission in Room 1024, 450 Fifth Street, N.W., Washington, D.C.
20549. You can also obtain copies of these materials from the public reference section of the Commission at 450 Fifth
Street, N.W., Washington, D.C. 20549, at prescribed rates. Please call the Commission at 1-800-SEC-0330 for further
information on the public reference rooms. The Commission also maintains a Web site that contains reports, proxy and
information statements and other information regarding registrants that file electronically with the Commission
(http://www.sec.gov).

Copies of our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 are
available free of charge through our Internet site www.medianewsgroup.com as soon as reasonably practicable after we
electronically file the material with, or furnish it to, the Securities and Exchange Commission. The information on our Web
site is not incorporated by reference to, or as part of, this Report on Form 10-K.
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PART IV

Item 15:; Exhibits and Financial Statement Schedules

(2)

Financial Statements

1.

The list of financial statements contained in the accompanying Index to Consolidated Financial Statements and
Schedule Covered by Report of Independent Registered Public Accounting Firm is filed as a part of this Report
(see page 52).

Financial Statement Schedule

The financial statement schedule contained in the accompanying Index to Consolidated Financial Statements and
Schedule Covered by Report of Independent Registered Public Accounting Firm is filed as a part of this Report
(see page 52).

Exhibits

The exhibits listed in the accompanying Index to exhibits are filed as a part of this Annual Report (see page 52).
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MEDIANEWS GROUP, INC.

Index to Consolidated Financial Statements and Schedule
Covered by Report of Independent Registered Public Accounting Firm l.

The following financial statements of the registrant and its subsidiaries required to be included in Items 8 and 15(a)(1) are

listed below: l.
Page [ | ]
Report of Independent Registered Public Accounting Firm............cccoocveevennne. 53
Consolidated Balance Sheets as of June 30, 2006 and 2005 ........covovvevvvveeo 54 '.
Consolidated Statements of Operations for the Fiscal Years Ended June 30,
2006, 2005 AN 2004 .....coooovovrrrvrrvererereeeeeeensessssesesmeeeosesssess oo 56 (| ]
Consolidated Statements of Changes in Shareholders’ Equity for the Fiscal
Years Ended June 30, 2006, 2005 and 2004 ................cooooreoemrrermreereeessreereennn. 57 | |
Consolidated Statements of Cash Flows for the Fiscal Years Ended June 30,
2006, 2005 and 2004 .......c.oveiiiriieeeeeee et 58 '.
Notes to Consolidated Financial Statements ............coocooeeereeeeeenecesieereeeeeennn, 59

The following financial statement schedule of the registrant and its subsidiaries required to be included in Item 15(a)(2) is
listed below: .l

Schedule 11 Valuation and Qualifying ACCOUNtS ...........cooveeveecvmeeeeeeeereen, 94
All other schedules for which provision is made in the applicable accounting regulations of the Securities and Exchange .l
Commission are not required under the related instructions or are inapplicable and therefore have been omitted or the
information is presented in the consolidated financial statements or related notes. 'l

|
||
mn
[
|
|
]
|
|
|
|
|
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors
MediaNews Group, Inc.

We have audited the accompanying consolidated balance sheets of MediaNews Group, Inc. and subsidiaries as of
June 30, 2006 and 2005, and the related consolidated statements of operations, statements of changes in sharcholders’ equity
and cash flows for each of the three years in the period ended June 30, 2006. Our audits also included the financial statement
schedule listed in the accompanying index to consolidated financial statements. These financial statements and schedule are
the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements
and schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. We were not engaged to perform an audit of the Company’s internal
control over financial reporting. Our audits included consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit
also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
consolidated financial position of MediaNews Group, Inc. and subsidiaries at June 30, 2006 and 2005, and the consolidated
results of their operations and their cash flows for each of the three years in the period ended June 30, 2006, in conformity
with U.S. generally accepted accounting principles. Also, in our opinion, the related financial statement schedule, when
considered in relation to the basic financial statements taken as a whole, presents fairly in all material respects the
information set forth therein.

/s/ ERNST & YOUNG LLP
Ernst & Young LLP

September 25, 2006
Denver, Colorado
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MEDIANEWS GROUP, INC. & SUBSIDIARIES ]
CONSOLIDATED BALANCE SHEETS T
June 30,
2006 2005 il
(Dollars in thousands)
ASSETS
CURRENT ASSETS n
Cash and cash equivalents.........cccovveiiviriereieicecececceeeceeee e $ 424 S 4,262
Trade accounts receivable, less allowance for doubtful accounts of $9,282 ll
and $6,901, at June 30, 2006 and 2005, respectively .............cooeveveremennan.n. 93,705 82,284
Oher TECEIVADIES .......cvvieiiiee ettt een e ean 12,327 5,427 ..
Inventories of newsprint and SUPPLES. .....c.ccvvveveveviverereeiceceee e 21,289 24,248
Prepaid expenses and other asSets.........o.oeveeeevereieeiieeecieeceeeeeeeceiee e 11,954 14,616 .'
Income taxes receivable .........ocoioieiniiininiiieeieec e — 2,820

TOTAL CURRENT ASSETS ..ottt 139,699 133,657 n
PROPERTY, PLANT AND EQUIPMENT mn
Land ... onen 41,871 37,403
Buildings and improvements .......c...covviviiveeeeeeeerereeeeeeeeeeeeese e e 131,336 105,352 .
Machinery and equipment................ ettt ettt 397,949 356,510 l
COnStruction N PIOZIESS ...c.eveverereirererrrriritrerereneee e rereeseseee s s ereseeeseae s 57,657 43.602

TOTAL PROPERTY, PLANT AND EQUIPMENT..........cccoevine. 628,813 542,867 m
Less accumulated depreciation and amortization................c.cceeveveeivrnnenn... (249.588) (210.561)

NET PROPERTY, PLANT AND EQUIPMENT ........coooovveerereriernnn. 379,225 332,306 [ ]
OTHER ASSETS )
Investment in unconsolidated JOAs (Denver and Salt Lake City)................ 228,925 262,764
EQUItY INVESTMENS ... eeeeeeeeeeee e es e s seesses e sess oo 54,457 91,421 ]
Subscriber accounts, less accumulated amortization of $161,776 and

$149,397 at June 30, 2006 and 2005, respectively...........ccoveveeerererernnen. 39,365 49,543 .l
Excess of cost over fair value of net assets acquired .............cccovvveriiennne. 424,161 392,748

Newspaper MASthEads........ccvvviiviiiiiieecicceee et se et e et eeaeseeraans 101,829 76,662 .'

Covenants not to compete and other identifiable intangible assets, less

accumulated amortization of $34,506 and $31,771 at June 30, 2006 and .l
2005, TESPECLIVELY ... evicvirieeieeeeeeeeee et ettt reeeerenaseas 15,656 5,175

OBRET ..ottt nes 44.466 21.496 |}
TOTAL OTHER ASSETS......oiiteitieteeecee et 908.859 899,809

TOTAL ASSETS ..ottt $ 1,427,783 $ 1,365,772 [ ]

See notes to consolidated financial statements |}

|

|

|
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MEDIANEWS GROUP, INC. & SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

June 30,
2006 2005
(Dollars in thousands, except share data)

LIABILITIES AND SHAREHOLDERS’ EQUITY

CURRENT LIABILITIES
Trade accounts Payable .........ocoeevcuiiiiciiie s $ 19,526 § 15,045
Accrued employee COMPENSAtION.......cociviverinrereriitneinrieees e 33,299 34,772
ACCTUEH TNEEIESE. e eveeeeeeeeeeeereeeeieereeeeeseeeesttaaasseresseraeeesoneresinassossaransssorasenns 11,690 10,428
Other accrued HabIlItIEs w.ceooveeireerie e etteecr et e sererere e snan s are s nen 19,486 15,132
UnEarned INCOME. .. ...oiooeeieeiiiieeeeiie et erere st st stbe e e rb e s saan e s 31,715 26,577
Income taxes payable ... 4,193 —
Current portion of long-term debt and obligations under capital leases........ 4.133 4.088
TOTAL CURRENT LIABILITIES .....cviiecniiieiiiieiee e 124,042 106,042
OBLIGATIONS UNDER CAPITAL LEASES ... 5,763 5,969
LONG-TERM DEBT ..ottt sttt 857,997 867,512
OTHER LIABILITIES......ocoiiiireetetiireeereecesensiinne e st 28,774 47,359
DEFERRED INCOME TAXES, NET ......oovoiiniiiiiiiiiiiecn 103,349 98,208
MINORITY INTEREST ...coooiiiiiiiriiiecriereceresessiriens s 207,439 153,633
PUTABLE COMMON STOCK ....ocoooiiiiieniiierinecreicreniesieiee e 40,899 48,556

SHAREHOLDERS’ EQUITY
Common stock, par value $0.001; 3,150,000 shares authorized:

2,314,346 shares issued and 2,298,346 shares outstanding ............cccccveeenee 2 2
Additional paid-in capital.........cccoceoeiiiiiiinii — —
Accumulated other comprehensive loss, net of taxes:

Unrealized 1085 0N hedging........cococvvcveiiiiniiiniiinnieese e (1,588) (2,330)

Minimum pension Hability ... (19,932) (31,483)
Retained arMiNgS .....cocvvvetererrerieereiererisiorei ettt 83,038 74,304
Common stock in treasury, at cost, 16,000 shares...........ccceviiiiininiinens (2.000) (2,000)

TOTAL SHAREHOLDERS’ EQUITY ...ccooriiriciiniiiiiniinrirceeeae e 59.520 38,493
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY .....c.ccceea. $ 1,427,783 $ 1,365,772

See notes to consolidated financial statements
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MEDIANEWS GROUP, INC. & SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended June 30,

2006 2005 2004

(Dollars in thousands, except share data)

REVENUES
AAVETTISING c..eoeeeieeiieie ettt $660,389  $610,060 $582,689
CrCUIALION ... e ettt et ee e 130,829 129,344 132,505
OHNET ...ttt en e 44,658 39,875 38.635
TOTAL REVENUES........c.ooioii e 835,876 779,279 753,829
INCOME (LOSS) FROM UNCONSOLIDATED JOAS........ (23,298) 23,291 22,207
COSTS AND EXPENSES
CoSt OF SALES ..o 260,939 242,653 234,784
Selling, general and administrative............oooovevveveveeeeneennn.. 417,602 382,180 366,636
Depreciation and amortization...........ccooeeveeereeeeeeeeeeereereenn, 44,067 40,598 40,742
INEETESt EXPENSE .ovvevveriieiieeceieiese et eee e 55,564 49,481 57,036
Other (income) eXpense, NEt..........cocvoveveeeverereereereeeeeseeeeens 1,440 8.669 17.365
TOTAL COSTS AND EXPENSES.....ooeoieoieeieeeeeeeeann, 779,612 723,581 716,563
EQUITY INVESTMENT INCOME, NET ...covvveeeeeeeeeennn, 5,898 10,201 9,485
GAIN ON SALE OF NEWSPAPER PROPERTIES............... 1,129 114 6,982
MINORITY INTEREST ....oooiiiiiieieteeee e eeeer e (35,033) (29.334) (32.237)
INCOME BEFORE INCOME TAXES ...covvveeveeeeeeeeeeereenn, 4,960 59,970 43,703
INCOME TAX EXPENSE ..ottt (3.883) _ (20,090) (16.966)
NET INCOME ..ottt $§ 1077 $ 39880 §$ 26737

See notes to consolidated financial statements

56




MEDIANEWS GROUP, INC. & SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

Accumulated
Additional Other Common Total
Common Paid-In Comprehensive Retained Stock in Shareholders’
Stock Capital Loss Earnings Treasury Equity
(Dollars in thousands)
BALANCE AT JUNE 30, 2003 ............... § 2 $3,631 $ (19,351) $ 52,612 $ (2,000) $ 34,894

Comprehensive income:

Unrealized gain on hedging activities,

net of tax expense of $194................... — — 291 — — 291
Unrealized loss on hedging activities,

reclassified to earnings, net of tax

benefit of $1,300 ....ocoiiiiiiceiiiieeeees — — 1,884 — — 1,884
Minimum pension liability

adjustment, net of tax benefit of

B1,867 e — — (2,800) — — (2,800)
Net INCOME ...cvviriirerieeeiieerreeerer e — — —_— 26,737 — 26,737
Comprehensive iNCOME .......cvvveeeeeuenne 26,112
BALANCE AT JUNE 30, 2004 ............... 2 3,631 (19,976) 79,349 (2,000) 61,006
Adjustment for putable common stock ... — (3,631) — (44,925) — (48,556)

Comprehensive income:

Unrealized loss on hedging activities,

net of tax benefit of $426 .................... — — (697) — — 697)
Unrealized loss on hedging activities,

reclassified to earnings, net of tax

benefit 0f $348 ...coooveiiriecie — — 456 — — 456
Minimum pension liability

adjustment, net of tax benefit of

F10,168 ... — — (13,596) — — (13,596)
Net INCOME ..vvveviieeeiiicererreeeecreenns — — — 39,880 — 39.880
Comprehensive income ..........coccevinns (26.043)
BALANCE AT JUNE 30, 2005 ............... 2 — (33,813) 74,304 (2,000) 38,493
Adjustment for putable common stock... —_ — — 7,657 — 7,657

Comprehensive income:

Unrealized gain on hedging activities,

net of tax benefit of $153 ... — — 286 — — 286
Unrealized loss on hedging activities,

reclassified to earnings, net of tax

benefit of $348 ....coovvviiii — — 456 — — 456
Minimum pension liability

adjustment, net of tax expense of

$9,310. e — — 11,551 — — 11,551
NEL INCOME ...veeieevieiineeeeereeeeeeivreeeeiveeans — — — 1,077 — 1,077
Comprehensive income .............ccoovvennn. 13.370
BALANCE AT JUNE 30, 2006................ $ 2 5 — $ (21,5200 § 83,038 § (2.000) § 59,520

See notes to consolidated financial statements
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MEDIANEWS GROUP, INC. & SUBSIDIARIES II
CONSOLIDATED STATEMENTS OF CASH FLOWS ll
Years Ended June 30,
2006 2005 2004 I.
Revised Revised
(Dollars in thousands) Il
CASH FLOWS FROM OPERATING ACTIVITIES:
NEEINCOMIE ..ottt ettt ettt vttt be st etces s st s b e ses b e e oneeneseneeeneneneseseseneeees $ 1,077 $ 39,880 $ 26,737 ll
Adjustments to reconcile net income to net cash provided by operating activities: )
Depreciation 43,248 25,834 25,554
Amortization 20,90t 18,953 19,584 I'
Loss on early extinguishment of debt.............. — 9,236 9,292
Net loss (gain), on sale of NEWSPAPEr ASSELS........ccocvivicvieeereceeceeeee s (1,097) 437 (6,931) I.
Provision for losses on accounts receivable .......ooveovivveeeeeeoeeeeeeeeeeee s 9,893 8,065 7,405
Amortization of debt diSCOUNt...........ccooovvviiiiiiiiecieeeeeceeee e 935 1,051 934 l'
Minority interest..........cocoeeveerecrerieennnnn, 35,033 29,334 32,237
Distributions paid to minority interest.............c.ocvvvvvrvveeererrnnne. (40,782) (28,167) (36,176) l.
Proportionate share of net income from unconsolidated JOAs ... (44,120) (71,878) (69,204)
Distributions of net income from unconsolidated JOAS® .......cocovovovooeiee) 44,120 71,878 66,828
Equity investment inCOME, NEL..........ccovrrerinmemrinseiererererieceeene e eseseseeesenns (5,898) (10,201) (9,485) Il
Distributions of net income from equity investments® ... 5,228 9,511 9,676
Deferred income tax expense (benefit) .........cocoviviviieieveiiicrerivinenne. (4,545) 17,728 16,387 II
Change in defined benefit plan liabilities, net of cash contributions.................... 2,427 1,463 1,082
Change in estimated option repurchase price...........coevevrerrreereeeeeeniererereenennans 500 (5,306) (3,491) .'
Unrealized loss on hedging activities, reclassified to earnings from accumulated
other COMPrehensive 10SS .......cocviiiiiiericcc et 456 804 3,184
Unrealized (gain) 10SS ON SWAPS .....ccvririrreierieeiisiiee ettt — — 2,968 .'
Change in operating assets and liabilities:
Accounts T€CEIVADIE .......couei ettt (18,564) (13,356) (6,446) .'
TIVENLOTIES ...vvemirietiieic ettt ee ettt ettt et eseaes et se s ear et e s et ens e eneaes 4,026 (7,632) 2,113)
Prepaid expenses and other assets................ et 4,599 (4,301 808 .'
Accounts payable and accrued liabilities ..... e er———— 10,406 6,374 (7,485)
Unearned iNCOME ........coovvieveiviiviniireeennne 2,881 173 1,341
Change in other assets and liabilities, net...........ccccevevevenenen. 784 (6.936) (6,231) .'
NET CASH FLOWS FROM OPERATING ACTIVITIES 71,508 92,944 76,455
CASH FLOWS FROM INVESTING ACTIVITIES: .l
Investments in equity INVESEMENTS .....c.ceerivevieieiietie et (575) (250) (50)
Proceeds from the sale of newspapers and other assets..........c.coocvvcviveveveerennann. 746 483 56,733 .'
Business acquisitions, net of cash acquired...........ccoceoeoimiieiiioiieceeeeecee (47,905) (58,607) (50,072)
Capital received from unconsolidated subsidiaries ...........ocoovvererereveeeeeeereereenns 1,379 — — .'
Distributions in excess of net income from JOAS® ......ovoeovooeeeeeeooeeee 28,148 15,531 8,376
Distributions in excess of net income from equity investments®™ ...........cocoo....... 1,254 1,486 962 .'
Capital eXPENAITUIES....c.c.oioirieveiriieiirr ettt ettt eree et e sesanas (47.501) (51,312) (36.483)
NET CASH FLOWS FROM INVESTING ACTIVITIES .......ccoovoivieeenn (64,454) (92,669) (20,534) .I
CASH FLOWS FROM FINANCING ACTIVITIES:
Issuance of long-term debt, net of iSSUANCE COSLS.......vivviviviiuieriieiii i 66,350 464,250 523,983
Reduction of long-term debt and other liabilities.............ccooovevieeivcceri e (77,242) (516,375) (509,046) .I
Repurchase premiums and related costs associated with long-term debt ............. — (8.624) (9.465)
NET CASH FLOWS FROM FINANCING ACTIVITIES.......ccocoiiiiive e (10,892) (60,749) 5,472 .l
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS .................... (3,838) (60,474) 61,393
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR ..........c..cc........ 4.262 64.736 3.343 .l
CASH AND CASH EQUIVALENTS AT END OF YEAR .......ocooooeieeeeece, b 424 $ 4262 $ 64736
(a) Total distributions from unconsolidated JOAs were $72.3 million, $87.4 million and $75.2 million for fiscal years 2006, 2005 and 2004, .'
respectively.
(b) Total distributions from equity investments were $6.5 million, $11.0 million and $10.6 million for fiscal years 2006, 2005 and 2004, respectively. .l
See notes to consolidated financial statements .'
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MEDIANEWS GROUP, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1: Basis of Presentation

MediaNews Group, Inc. (“MediaNews” or the “Company”), through its subsidiaries, publishes daily and non-daily
newspapers serving markets in twelve states, including the impact of the Company’s August 2, 2006 acquisition discussed in
Note 16: Subsequent Events. The Company also owns four radio stations and one television station; the combined revenues
of these non-newspaper operations comprise less than 1.0% of the Company’s consolidated revenue and are not considered
significant to the Company’s operations.

Note 2: Significant Accounting Policies and Other Matters

Significant accounting policies for the Company involve its assessment of the recoverability of its long-lived assets,
including goodwill and other intangible assets, which is based on such factors as estimated future cash flows and current fair
value estimates. The Company’s accounting for pension and retiree medical benefits requires the use of estimates concerning
the work force, interest rates, plan investment return, and involves the use of advice from consulting actuaries. The workers’
compensation obligation involves estimating ultimate claims payouts for open claims and involves the use of advice and
analysis of actuaries. The Company’s accounting for federal and state income taxes is sensitive to interpretation of various
laws and regulations and assumptions on the realization of deferred tax assets.

Use of Estimates

The preparation of financial statements in accordance with generally accepted accounting principles at times requires the
use of estimates and assumptions. The Company uses estimates, based on historical experience, actuarial studies and other
assumptions, as appropriate, to assess the carrying values of its assets and liabilities and disclosure of contingent matters.
The Company re-evaluates its estimates on an ongoing basis. Actual results could differ from these estimates.

Principles of Consolidation
All significant intercompany accounts have been eliminated.
Revisions/Reclassifications

For comparability, certain prior year balances have been reclassified to conform to current reporting classifications. In
particular, the statements of cash flows have been revised for the years ended June 30, 2005 and 2004, to reclassify the
distribution of net income from equity investments from net cash flows from investing activities to net cash flows from
operating activities and to reflect distributions in excess of net income from unconsolidated JOAs and equity investments as
cash flows from investing activities in accordance with Statement of Financial Accounting Standards (“SFAS”) Ne. 95,
Statement of Cash Flows. For the year ended June 30, 2005, the revision increased the reported net cash flows from investing
activities and decreased the reported net cash flows from operating activities by $6.0 million. For the year ended June 30,
2004, the revision decreased the reported net cash flows from investing activities and increased the reported net cash flows
from operating activities by $1.3 million.

Joint Operating Agencies

A joint operating agency (“JOA”) performs the production, sales, distribution and administrative functions for two or
more newspapers in the same market under the terms of a joint operating agreement. Editorial control and news at each
newspaper party to a joint operating agreement continue to be separate and outside of a JOA. As of June 30, 2006, the
Company, through its partnerships and subsidiaries, participates in JOAs in Denver, Colorado, Salt Lake City, Utah, York,
Pennsylvania, Detroit, Michigan and Charleston, West Virginia.
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The operating results from the Company’s unconsolidated JOAs (Denver, Salt Lake City and, through May 7, 2004,
Charleston) are reported as a single net amount in the accompanying financial statements in the line item “Income from
Unconsolidated JOAs.” This line item includes:

e  The Company’s proportionate share of net income from JOAs,

e  The amortization of subscriber lists created by the original purchase, as the subscriber lists are attributable to the
Company’s earnings in the JOAs, and

e  Editorial costs, miscellaneous revenue received outside of the JOA, and other charges incurred by the Company’s
consolidated subsidiaries directly attributable to the JOAs providing editorial content and news for the Company’s
newspapers party to the JOAs.

The Company’s investments in the Denver and Salt Lake City JOAs are included in the consolidated balance sheet under
the line item “Investment in Unconsolidated JOAs”. See Note 3: Joint Operating Agencies for additional discussion of our
accounting for each JOA operation in which the Company participates.

Cash and Cash Equivalents

The Company considers all highly liquid investments with a maturity of three months or less when purchased to be cash
equivalents.

Trade Accounts Receivable

Trade accounts receivable are generally from advertisers, commercial printing customers, single copy newspaper outlets,
newspaper subscribers and independent newspaper delivery contractors. The Company extends unsecured credit to most of
its customers. Credit limits, setting and maintaining credit standards and managing the overall quality of the credit portfolio is
largely decentralized (maintained and managed at the individual newspaper locations). The Company maintains an allowance
for doubtful accounts for estimated losses resulting from the inability of its customers to make required payments. The
allowance for doubtful accounts is based on both the aging of accounts receivable at period end and specific identification.

Inventories

Inventories, which largely consist of newsprint, are valued at the lower of cost or market. Cost is generally determined
using the first-in, first-out method.

Investments

The Company has made the following strategic investments, which are accounted for under the equity method (for those
investments in which the Company has less than 20% ownership, the Company accounts for these under the equity method as
the Company has seats on the board and, therefore, has significant influence and ties to the entity beyond the Company’s
invested capital):

¢ Prairie Mountain Publishing Company, partnership that publishes the former Eastern Colorado Publishing Company
newspapers {comprised of several small daily and weekly newspapers) and the Daily Camera and Colorado Daily,
both published in Boulder, Colorado (50% ownership interest).

e PowerOne Media, LLC, a company that provides software tools and hosts classified advertising for daily and weekly
newspapers throughout the United States (16% ownership interest),

o  CIPS Marketing Group, Inc., a total market coverage delivery service in Los Angeles (50% ownership interest),

e  Gallup Independent Company, publisher of the Gallup Independent in Gallup, New Mexico (approximately 38%
ownership interest),

¢ Ponderay Newsprint Company, a minority investment in a newsprint mill held by the Company’s subsidiary, Kearns-
Tribune, LLC (6.0% ownership interest and one seat on the board).
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s Texas-New Mexico Newspapers Partnership through December 25, 2005, which was formed on March 3, 2003 (the
Company held a minority interest of 33.8% through December 25, 2005). Effective December 26, 2005, as a result of
contributions to the partnership and an amendment and restatement of the partnership agreement, the Company owns
59.4% of the partnership and consolidates its results after such date. See Note 4: Investments in California
Newspapers Partnership and Texas-New Mexico Newspapers Partnership for further discussion.

e Hometown Values, acquired in July 2005, advertising coupon magazine for small local businesses mailed to 16
different targeted community zones along the Wasatch front in Utah (50% ownership interest).

These investments are included in the consolidated balance sheet as a component of long-term assets under the caption
“equity investments.” See Note 14: Equity Investments (Non-JOA) for further information.

Property, Plant and Equipment

Property, plant, and equipment are recorded at cost. Buildings and machinery and equipment are depreciated using the
straight-line method over the expected useful lives of individual assets. Buildings and improvements are depreciated over the
lesser of 40 years or the term of the lease and machinery and equipment is depreciated over 3 to 20 years.

Goodwill and Other Intangible Assets

The Company accounts for goodwill and other intangible assets under SFAS No. 142, Goodwill and Other Intangible
Assets. Under the standard, excess of cost over fair value of net assets acquired {(goodwill) and other indefinite life intangibles
(primarily mastheads) are not amortized, but instead are periodically reviewed for impairment. All other intangibles with a
finite useful life continue to be amortized over their estimated useful lives. Subscriber accounts are amortized using the
straight-line method over periods ranging from 8 to 15 years with a weighted average remaining life based on the date of
acquisitions of approximately 9 years. Other finite lived intangibles are being amortized over periods not exceeding 15 years.

In addition, as required by SFAS No. 142, the Company performed an annual impairment test for goodwill and mastheads
as of July 1, 2006. There was no impairment of intangible assets noted as a result of these tests. Another impairment test

will be performed July 1, 2007, unless unexpected events or circumstances arise that require the Company to test for
impairment sooner.

Estimated amortization expense for the next five years is as follows at June 30, 2006 (excluding the impact of August 2,
2006 acquisition transactions discussed in Note 16: Subsequent Events) (in thousands):

2007 .o $ 12,231
2008 ....cccoeenn 8,623
2009 ....ooveeeeee 5,546
2010 ... 4,810

20171 s 4,443

Long-Lived Assets

SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, addresses financial accounting and
reporting for the impairment or disposal of long-lived assets. The carrying value of long-lived assets is reviewed annually. If,
at any time, the facts or circumstances at any of the Company’s individual newspaper or other operations indicate the
impairment of long-lived asset values as a result of a continual decline in performance or as a result of fundamental changes
in a market, a determination is made as to whether the carrying value of the long-lived assets exceeds estimated realizable
value. For purposes of this determination, estimated realizable value is evaluated based on values placed on comparable
assets, generally based on a multiple of revenue and/or operating profit (revenues less cost of sales and selling, general and
administrative expenses); however, other valuation methods may be used.

Debt Discount

Debt discount is amortized in a manner that results in a constant rate of interest over the life of the related debt and is
included as a component of interest expense.
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Income Taxes

The Company accounts for income taxes utilizing the liability method of accounting for income taxes. Under the liability
method, deferred income taxes are recognized for the tax consequences of “temporary differences” by applying enacted
statutory tax rates applicable to differences between the financial statement carrying amount and the tax basis of existing
assets and liabilities.

Revenue Recognition

Advertising revenue is earned and recognized when advertisements are published, inserted, aired or displayed and are net
of provisions for estimated rebates, credit and rate adjustments and discounts. Circulation revenue includes single copy and
home delivery subscription revenue. Single copy revenue is earned and recognized based on the date the publication is
delivered to the single copy outlet, net of provisions for returns. Home delivery subscription revenue net of discounts is
earned and recognized when the newspaper is delivered to the customer or sold to a home delivery independent contractor.
Amounts received in advance of an advertisement or newspaper delivery are deferred and recorded on the balance sheet as a
current liability to be recognized into income when the revenue has been earned.

Disclosures about Segments of an Enterprise and Related Information

The Company conducts business in one reporting segment and determines its reporting segment based on the individual
operations that the chief operating decision maker reviews for purposes of assessing performance and making operating
decisions. The individual operations have been aggregated into one segment because management believes they have similar
economic characteristics, products, services, customers, production processes and distribution methods. The Company
believes that aggregating the operations into one segment helps users understand the Company’s performance and assess its
prospects. The Company’s newspaper operations, individually and in the aggregate, generally trend in the same direction
because they are impacted by the same economic trends. A newspaper’s operating performance is most affected by newsprint
prices and the health of the national economy, particularly conditions within the retail, employment, real estate and
automotive markets. While an individual newspaper may perform better or worse than the Company’s newspapers as a whole
due to specific conditions at that newspaper or within its local economy, such variances generally do not significantly affect
the overall year over year performance comparisons of the Company.

While the Company, in addition to its newspapers, operates four radio stations and one television station, these non-
newspaper operations are not significant to the Company’s operations as they comprise less than 1.0% of our consolidated
revenue.

Comprehensive Income

Under SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities (“SFAS No. 133”), the Company’s
newsprint swap agreements were recorded at fair value and changes in the value of such contracts, net of income taxes, were
reported in comprehensive income. As of June 30, 2006 and 2005 and 2004, the Company had no outstanding newsprint
swap agreements; however, amounts previously recorded in other comprehensive income related to a terminated newsprint
swap agreement remained in other comprehensive income at June 30, 2006 due to the Company’s determination that the
hedge became ineffective prior to the expiration of the original term of the agreement. The amount in accumulated other
comprehensive loss related to the ineffective hedge is being amortized and charged to other (income) expense, net over the
original term of the agreement as the forecasted newsprint purchase transactions originally contemplated in the hedging
agreement continued to be probable of occurring. Also included in comprehensive income are the changes in fair value of
interest rate swap agreements at one of the Company’s unconsolidated JOAs. See Note 10: Hedging Activities for further
discussion. Comprehensive income for the Company also includes a minimum pension liability adjustment related to one of
the Company’s pension plans (at June 30, 2005, two of the Company’s pension plans had other comprehensive income) and a
pension plan at one of the Company’s unconsolidated JOAs. See Note 8: Employee Benefit Plans for further discussion. For
purposes of calculating income taxes related to comprehensive income, the Company uses its combined statutory rate for
federal and state income taxes.

Stock Based Compensation

The Company accounts for its Career Restricted Stock Unit (“RSU”) plan under SFAS No. 123(R), Share Based
Payments. SFAS No. 123(R) requires all share-based payments to employees be recognized in the income statement based
on their fair values. The Company determines the fair value of the units granted based on the RSU plan document and
recognizes compensation expense over the vesting period of the grant. See Note 15: Career Restricted Stock Unit Plan for
further discussion.
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Dividends

The Company has never paid a dividend on its common stock. The Company may pay a dividend in connection with
future equity financing from The Hearst Corporation. See Note 16: Subsequent Events for further discussion regarding a
possible equity investment in the Company by The Hearst Corporation. The Company’s long-term debt agreements contain
covenants which, among other things, limit the amount the Company can pay in dividends to its shareholders.

Employees
Certain employees of the Company’s newspapers are employed under collective bargaining agreements.
Recently Issued Accounting Standards

In July 2006, the FASB issued Interpretation No. 48 (“FIN 48”), Accounting for Uncertainty in Income Taxes, an
interpretation of FASB Statement No. 109, effective for fiscal years beginning after December 15, 2006. FIN 48 creates a
single model to address uncertainty in tax positions, prescribes the minimum recognition threshold, and provides guidance on
derecognition, measurement, classification, interest and penalties, accounting in interim periods, disclosure and transition.
FIN 48 also has expanded disclosure requirements, which include a tabular rollforward of the beginning and ending
aggregate unrecognized tax benefits, as well as specific detail related to tax uncertainties for which it is reasonably possible
the amount of unrecognized tax benefit will significantly increase or decrease within twelve months. The adoption of FIN 48
is not expected to have a material impact on the Company’s financial statements.

Note 3: Joint Operating Agencies
Denver JOA

The Company through its wholly-owned subsidiary, The Denver Post Corporation, owns the masthead of The Denver
Post and a 50% interest in the Denver Newspaper Agency (“DNA” or the “Denver JOA”), a partnership which publishes The
Denver Post and the Rocky Mountain News, under the terms of a JOA agreement. DNA is the managing entity of the JOA
agreement between The Denver Post Corporation and E.W. Scripps Company (owner of the Rocky Mountain News). Under
the terms of the JOA agreement, DNA is responsible for performing all the business functions of The Denver Post and the
Rocky Mountain News, including advertising and circulation sales, production, distribution and administration. News and
editorial costs related to The Denver Post are incurred outside of the Denver JOA and are the sole responsibility of the
Company. Conversely, E.W. Scripps Company is solely responsible for the news and editorial costs of the Rocky Mountain
News. In addition to the Company’s proportionate share of income from DNA, the editorial costs, miscellaneous revenues
outside of the JOA, depreciation of editorial assets owned outside of the JOA, and other direct costs of The Denver Posf are
included in the line item “Income from Unconsolidated JOAs.” The Denver JOA agreement expires in 2051, unless
otherwise extended.

Salt Lake City JOA

The Company, through its wholly-owned subsidiary, Kearns-Tribune, LLC, owns The Salt Lake Tribune and a 58% profit
interest in the Newspaper Agency Company LLC (“NAC” or the “Salt Lake City JOA”). Although the Company has a
majority of the Salt Lake City JOA’s profit interests, under the operating agreement for that entity, each of the Company and
Deseret News Publishing Company (our partner in the Salt Lake JOA) have an equal representation on that entity’s
management committee. The Salt Lake City JOA is the managing entity under the JOA agreement between Kearns-Tribune,
LLC and the Deseret News Publishing Company (owner of the Deseret Morning News). Under the terms of this JOA
agreement, the Salt Lake City JOA is responsible for performing all the business functions of The Salt Lake Tribune and the
Deseret Morning News, including advertising and circulation sales, production and distribution; however, the Salt Lake City
JOA does not own any of the fixed assets used in its operations. Instead, beginning July 1, 2006, most of those assets are
owned by its affiliate, Salt Lake Newspapers Production Facilities, LLC (“SLNPF”), 58% of which entity is owned directly
by the Company and 42% of which entity is owned by Deseret News Publishing Company. SLNPF leases those assets to the
Salt Lake JOA; however, management of SLNPF is shared equally between Kearns-Tribune and Deseret News Publishing
Company. Certain other assets used in the operations of the Salt Lake City JOA are owned solely by Deseret News
Publishing Company, which leases those assets directly to the Salt Lake City JOA, and certain other assets are owned jointly
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by Kearns- Tribune, LLC and Deseret News Publishing Company, as tenants in common. Prior to July 1, 2006, Kearns-
Tribune, LLC and Deseret News Publishing Company owned the fixed assets as joint tenants in common and did not charge
lease payments to the Salt Lake City JOA. News and editorial costs related to The Salt Lake Tribune are incurred outside of
the Salt Lake City JOA and are the sole responsibility of Kearns-Tribune, LLC. Conversely, Deseret News Publishing
Company is solely responsible for the news and editorial costs of the Deseret Morning News. The Company records its 58%
share of the results of the operations of the Salt Lake City JOA along with the operations of Kearns-Tribune, LLC, which
consists principally of editorial costs, miscellaneous revenues outside of the JOA, amortization of intangibles, depreciation of
fixed assets, and other direct costs of The Salt Lake Tribune, in the line item “Income from Unconsolidated JOAs.” The Salt
Lake City JOA expires in 2020, unless otherwise extended.

York JOA

Prior to May 1, 2004, the Company, through its wholly-owned subsidiary, York Newspapers, Inc. (“YNI”), owned the
masthead of The York Dispatch, a daily evening newspaper, the York Sunday News, as well as a 57.5% interest in The York
Newspaper Company (the York JOA). York Daily Record, Inc. (“YDR”) owned the remaining 42.5% in the York JOA and
the masthead of the York Daily Record. Under the terms of the York JOA agreement, the York JOA was responsible for all
newspaper publishing operations, other than news and editorial, including production, sales, distribution and administration,
of The York Dispatch, the York Daily Record, a daily morning newspaper, and the York Sunday News. Because YNI had the
controlling interest and was the controlling partner of the York JOA, the operations of the JOA were consolidated with those
of the Company, with a minority interest reflected for YDR’s interest in the York JOA. Prior to May 1, 2004, the operating
results of the York JOA did not include the editorial costs associated with the publication of the York Daily Record since the
Company did not own the newspaper and the costs were incurred outside of the JOA.

Effective April 30, 2004, the Company restructured its interest in the York JOA through the exercise of its call option to
acquire the remaining 42.5% interest in The York Newspaper Company and the masthead of the York Daily Record for
approximately $38.3 million. As a result of the option exercise and the restructuring of the York JOA, the Company became
responsible for the news and editorial content of the York Daily Record and an affiliate of YDR became responsible for
providing the news and editorial content for The York Dispatch. However, the Company still owns the masthead and all
other tangible and intangible assets of The York Dispatch. Under the restructured JOA, the Company is entitled to all of the
profits and losses of the York JOA and reimburses the affiliate of the former partner for the cost of providing editorial and
news content in The York Dispatch plus a management fee of $256,653 per year, indexed annually for inflation. The
transaction was accounted for under the purchase method of accounting. Approximately $4.6 million of the $38.3 million
transaction price was attributable to purchasing the remaining minority interest in The York Newspaper Company, $5.3
million was attributable to identifiable intangible assets ($3.2 million of which was related to the York Daily Record
masthead; the remainder was associated with subscriber and advertiser lists) and $28.4 million was recorded as goodwill. The
York JOA expires in 2024, unless otherwise extended. See Note 2: Significant Accounting Policies and Other Matters —
Joint Operating Agencies and Note 4: Investments in California Newspapers Partnership and Texas-New Mexico
Newspapers Partnership for further discussion of the contribution of York to the Texas-New Mexico Newspapers
Partnership.

Charleston JOA

Prior to May 7, 2004, the Company, through its wholly-owned subsidiary, Charleston Publishing Company, owned the
masthead of the Charleston Daily Mail and a 50% interest in Charleston Newspapers (the “Charleston JOA”), which
publishes the Charleston Gazette (morning) and Charleston Daily Mail (evening) six days a week and the Sunday Gazette-
Mail, under the terms of a JOA agreement. The managerial responsibility for the news and editorial functions was completely
separate from the JOA; accordingly, the Company was only responsible for the news and editorial content of the Charleston
Daily Mail. However, related editorial expenses were incurred and paid within the Charleston JOA. As a result, all editorial
expenses of the three Charleston JOA publications were included in the Company’s proportionate share of income from
Charleston Newspapers, which is included in Income from Unconsolidated JOAs prior to the restructuring of ownership.
Amortization of intangibles and other direct costs associated with the JOA incurred by Charleston Publishing Company were
also included in Income from Unconsolidated JOAs. On May 7, 2004, the Company restructured its ownership interest in the
Charleston JOA. In exchange for $55.0 million in cash (less a net adjustment of approximately $3.5 million for 50% of
Charleston Newspapers’ working capital, long-term employee benefit liabilities and long-term debt) and a limited partnership
interest in a newly formed entity (Charleston Newspapers Holdings, L.P.), the Company contributed its general partnership
interest in Charleston Newspapers and the masthead of the Charleston Daily Mail to Charleston Newspapers Holdings, L.P.
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In addition, in conjunction with the restructuring, the Company agreed to continue to be responsible for the news and
editorial content of the Charleston Daily Mail. Under its agreement with Charleston Newspapers Holdings, L.P., the
Company is reimbursed for the cost of providing the news and editorial content of the Charleston Daily Mail and is paid a
management fee. The Company’s limited partnership interest does not entitle the Company to any share of the profits or
losses of the limited partnership. As a result of the restructuring transaction, the Company recorded a pre-tax gain of
approximately $8.0 million in its fourth quarter of fiscal year 2004 and wrote off $10.6 million of net intangible assets. The
Charleston JOA expires in 2024, unless otherwise extended.

Detroit JOA

On August 3, 2005, the Company purchased the stock of The Detroit News, Inc., which included the editorial assets of
The Detroit News, a daily newspaper published in Detroit, Michigan, and a limited partnership interest in the Detroit
Newspaper Partnership, L.P. (“Detroit JOA”), for approximately $25.0 million. The Company is responsible for the news
and editorial content of The Detroit News pursuant to a JOA agreement. In accordance with the Detroit JOA agreement, the
Company receives a fixed preferred distribution each month with possible incremental distributions beginning in 2009 based
on profit growth. However, such distributions can be suspended to the extent that the Detroit JOA has insufficient profits to
make such fixed preferred distributions. Any shortfall in distributions will be carried forward and made when sufficient
profits are available. The fixed preferred distributions are as follows: $0.2 million per month during calendar year 2005;
$5.0 million for calendar years 2006 and 2007; $4.0 million for 2008 and 2009; $3.0 million for 2010 and 2011; $2.0 million
for 2012; and $1.9 million for all remaining years until specified amounts are paid. Under the terms of the Detroit JOA, the
Company is also reimbursed for its news and editorial costs associated with publishing The Detroit News. The Detroit JOA
expires in 2025, unless otherwise extended.

Because of the structure of the partnership and our ownership interest, our accounting for the investment in the Detroit
JOA only includes the preferred distributions we receive from the Detroit JOA, which is different from our accounting for the
Denver and Salt Lake City JOAs. The Company’s investment in The Detroit News, Inc. is included in other long-term assets.

Unconsolidated JOA Summarized Results

The following tables present the summarized results of the Company’s unconsolidated JOAs in Denver and Salt Lake
City and through May 7, 2004, the JOA in Charleston, on a combined basis, along with related balance sheet data. The Salt
Lake City JOA data has been presented separately because, as of June 30, 2006, it is a significant investee of the Company as
determined in accordance with Rule 3-09 of Regulation S-X. Beginning in fiscal year 2005, The Denver JOA data is no
longer combined with the Charleston JOA data as a result of the May 2004 Charleston JOA restructuring. The fiscal year
2004 income statement data combines the Denver JOA and the Charleston JOA in the column “Other Unconsolidated JOAs.”
The Salt Lake City JOA, Denver JOA and Other Unconsolidated JOA information is presented at 100%, with the other
partners’ share of income from the related JOAs subsequently eliminated. The editorial costs, miscellaneous revenues
received outside of the JOA, depreciation, amortization, and other direct costs incurred outside of the JOAs by our
subsidiaries associated with The Salt Lake Tribune, The Denver Post, and through May 7, 2004, the Charleston Daily Mail
are included in the line “Associated Revenues and Expenses.” The 20% minority interest associated with The Denver Post
through June 10, 2005 has not been reflected in the following tables.
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Year Ended June 30, 2006
Total Income
Associated from
Salt Lake Denver Revenues and Unconsolidated
City JOA JOA Expenses JOAs
(Dollars in thousands)
Income Statement Data:
Total FEVENUES. ......coveeeeeeecreerereienene $ 149,041 $ 419,055 $ 484
Cost 0f 8ales....uvvvevvieriereeeeeie e, 34,222 132,893 34,530
Selling, general and administrative..... 55,017 207,263 12,272
Depreciation and amortization............ — 56,225 20,082
Other ..o 2.643 922 1,019
Total costs and expenses.........c........ 91.882 397.303 67,903
NELINCOME.....coviieeiiiiieeiiieeecireeeseeeeas 57,159 21,752 (67,419)
Partners’ share of income from
unconsolidated JOAS ..........ccccvvene (23.914) (10.876) —
Income from unconsolidated JOAs..... $ 33245 §$ 10876 $ (67419) § (23,298)
Year Ended June 30, 2005
Total Income
Associated from
Salt Lake Revenues and Unconsolidated
City JOA Denver JOA Expenses JOAs
(Dollars in thousands)
Income Statement Data:
Total TeVEnUES........ccooceveereeeereeerene, $ 146,904 § 433,183 $ 527
Costofsales.....cccoocoeeeviiiiciieeiiieenne 32,440 134,488 33,744
Selling, general and administrative..... 53,638 204,792 11,069
Depreciation and amortization............ — 18,468 4,189
OLNEr ..o 2.485 (341) 112
Total costs and expenses.......c.......... 88.563 357.407 49.114
Net INCOME....vviiierreeeceeeeeeiieeeeiree e 58,341 75,776 (48,587)
Partners’ share of income from
unconsolidated JOAS .......cc.ccccvvenes (24.351) (37.888) —

Income from unconsolidated JOAs..... $ 33,990

§ 37,888 $ (48,587) $_ 2329]
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Year Ended June 30, 2004

Total Income

Other Associated from
Salt Lake Unconsolidated Revenues and Unconsolidated
City JOA JOAs Expenses JOAs
(Dollars in thousands)
Income Statement Data:
Total TEVENUES.....cveeververeieirereerereeeneene $ 139,673 $§ 459,102 $ 560
Cost o salesS......oeevrereiviineeeienenrceenn 31,650 145,895 32,911
Selling, general and administrative..... 53,482 212,446 10,001
Depreciation and amortization............ — 21,630 4,396
Other ..o e 214 4,103 249
Total costs and eXpenses.................. 85,346 384.074 47.557
Net INCOME...vrieieieeieeerecenciiie e 54,327 75,028 (46,997)
Partners’ share of income from
unconsolidated JOAS ......cccconveenenn (22.637) (37.514) —
Income from unconsolidated JOAs..... $ 31690 $ 37514 $  (46,997) § 22,207
June 30, 2006 June 30, 2005
Salt Lake Salt Lake City
City JOA Denver JOA JOA Denver JOA
(Dollars in thousands)
Balance Sheet Data:
Current aSSetS...c.uvivrerrrerreecereeorineranns $ 15,800 $ 64352 $ 20,349 $ 67467
Non-current assets .....cceeerveereineriinnee 14,589 221,399 10,825 188,627
Current liabilities ......c.covveveeeicienennns 24,589 50,396 25,686 51,533
Non-current liabilities™ ...........c...cc..... 7,043 135,069 7,124 55,853

(1) The June 30, 2006 and 2005 amounts for the Denver JOA includes the Denver JOA lease (related to the construction
of a new building) which is expected to be terminated in the second quarter of the Company’s fiscal year 2007.

Depreciation and amortization expense increased significantly for the year ended June 30, 2006, as compared to the same
periods in the prior year due to accelerated depreciation on certain fixed assets at the production facilities in Denver and Salt
Lake City which will be or have been retired earlier than originally expected due to the construction of new production
facilities at the respective locations. The depreciation and amortization expense for the Salt Lake City fixed assets appears in
the associated revenues and expenses column as the Salt Lake City JOA does not own any of the fixed assets used in its
operations. Instead, each partner in the JOA owns the fixed assets used in the operations of the Salt Lake City JOA and,
effective July 1, 2006, leases them to the Salt Lake City JOA through SLNPF.

Note 4: Investments in California Newspapers Partnership and Texas-New Mexico Newspapers Partnership
California Newspapers Partnership

On March 31, 1999, through its wholly-owned subsidiary, West Coast MediaNews LLC, the Company formed the
California Newspapers Partnership (“CNP”) with S.F. Holding Corporation, formerly Stephens Media Group, (“Stephens™),
and The Sun Company of San Bernardino California (“Gannett”). MediaNews, Stephens and Gannett’s interests in the
California Newspapers Partnership are 54.23%, 26.28% and 19.49%, respectively. The Company is the controlling partner
and, therefore, the operations of the partnership are consolidated with those of the Company with minority interest reflected
for Stephens’ and Gannett’s interests in the partnership.

At the formation of CNP, the Company also contributed long-term debt with a remaining balance of $6.6 million to the

partnership. However, in accordance with the partnership agreement, the Company remains liable for the contributed debt.
All principal and interest payments associated with this debt are charged to the MediaNews capital account of CNP as a
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distribution. Approximately $0.9 million, $0.8 million and $1.0 million of principal and interest payments were made in
fiscal years 2006, 2005 and 2004, respectively, by CNP on behalf of the Company.

The California Newspapers Partnership is governed by a management committee. The management committee consists
of seven members. MediaNews is entitled to appoint four of the members on the management committee, SMG is entitled to
appoint two, and Gannett is entitled to appoint one. Decisions of the management committee are by majority vote, except
that unanimous votes are required for certain actions, including asset transfers or sales, asset acquisitions, incurrence of debt
and certain material changes in the partnership business.

The California Newspapers Partnership agreement also contains transfer of interests restrictions. None of the partners
were able to transfer their interests before January 1, 2004, and after that date, transfers may be made only subject to the
“right of first offer” of the remaining partners. In addition, where no partner exercises its right of first offer, any sale of a
partner’s interest must include the right for the remaining partners to “tag-along” and sell their interests to the third-party
buyer at the same price. After January 1, 2005, MediaNews has the right to require the other partners to sell their interests to
any third party to which MediaNews sells its interest.

Stephens has a separate right to require CNP to purchase its interest in the partnership at fair market value anytime after
January 1, 2005. Upon notification of the exercise of this right and obtaining a valuation of the partnership interest, CNP has
two years to complete the purchase. The Company is not currently aware of any intentions on the part of Stephens to exercise
its put.

The minority interest liability reflects the fair market value of the net assets at the time they were contributed to CNP by
Stephens and Gannett, plus the minority partners’ share of earnings, net of distributions since inception. CNP made cash
distributions to the Company in the amount of $34.2 million, $33.4 million and, $34.5 million in fiscal years 2006, 2005, and
2004, respectively.

On April 26, 2006, the Company entered into an agreement with Gannett and Stephens (the “Stephens/Gannett
Contribution Agreement”) pursuant to which Gannett and/or Stephens agreed to contribute their pro rata share of the initial
purchase price (plus estimated transactions fees and expenses) of The Monterey County Herald for a total ranging between
$27.4 million and $38.4 million depending on whether The Monterey County Herald is purchased by CNP or a possible new
partnership between the Company and Stephens, which would be owned 67.36% by the Company and 32.64% by Stephens.

Texas-New Mexico Newspapers Partnership

Effective March 3, 2003, MediaNews and Gannett Co., Inc. (“Gannett”) formed the Texas-New Mexico Newspapers
Partnership (“TNMP”). MediaNews contributed substantially all the assets and operating liabilities of the Las Cruces Sun-
News, The Daily Times (Farmington), Carlsbad Current-Argus, Alamogordo Daily News, and The Deming Highlight, as well
as all the weekly and other publications published by these daily newspapers, in exchange for a 33.8% interest in the TNMP.
Gannett contributed the E/ Paso Times, located in El Paso, Texas, in exchange for its 66.2% controlling partnership interest.
Accordingly, MediaNews accounted for its share of the operations of TNMP under the equity method of accounting.
However, effective December 26, 2005, MediaNews contributed to TNMP the assets of four daily newspapers published in
southern Pennsylvania and Gannett contributed assets of the Public Opinion, published in Chambersburg, PA. Assets
contributed by MediaNews included The Evening Sun (Hanover), the Lebanon Daily News, and MediaNews’ interest in the
entity that owns and publishes the York Daily Record and York Sunday News, which will continue to be published under the
terms of a joint operating agreement along with The York Dispatch.

In conjunction with the partners’ contributions of newspaper assets to TNMP, the partnership agreement was amended
and restated to provide, among other things, that MediaNews will have the right to appoint a majority of the members of
TNMP’s Management Committee and control the day-to-day operations of TNMP. In addition, MediaNews now owns
approximately 59.4% of TNMP, and Gannett owns the remaining 40.6%. Effective December 26, 2005, in conjunction with
the change in ownership and management, TNMP became a consolidated subsidiary of MediaNews. The contributions to
TNMP described in the paragraph above were accounted for as a non-monetary transaction at fair value based on an
independent valuation. The restructuring of TNMP described above was treated as three separate, but simultaneous
transactions: (1) a sale, whereby for accounting purposes, the Company sold to Gannett a 40.6% interest in its Pennsylvania
newspapers, resulting in a $0.3 million non-monetary gain (pursuant to Statement of Financial Accounting Standards No.
153, Exchanges of Non-Monetary Assets), (2) the acquisition of an additional 25.6% interest in TNMP and (3) the acquisition
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of a 59.4% interest in the Chambersburg, PA newspaper. As a result of the business combination, and the consolidation of
the Texas-New Mexico Newspapers Partnership, the Company recorded the following: $86.0 million in intangible assets,
$52.2 million in net tangible assets, $59.5 million to reflect Gannett’s minority interest, and eliminated its previous $76.2
million equity investment in the Texas-New Mexico Newspapers Partnership. The accounting for the business combination
is still preliminary.

The minority interest liability reflects the fair market value of the net assets of Gannett’s share of TNMP, plus the
minority partners’ share of earnings, net of distributions since December 26, 2005. TNMP made cash distributions to the
Company in the amount of $12.0 million since the change in control of the partnership on December 26, 2005. Prior to the
TNMP restructuring, distributions were recorded as a component of equity investment.

Note 5: Acquisitions, Dispositions and Other Transactions
Acquisitions
Fiscal Year 2006

See Note 4: Investment in California Newspapers Partnership and Texas-New Mexico Newspapers Partnership for
discussion of the Texas-New Mexico Partnership restructuring and Other Transactions - Fiscal Year 2006 below for
discussion of the formation of the Prairie Mountain Publishing Company and Note 3: Joint Operating Agencies for discussion
of our purchase of The Detroit News.

Fiscal Year 2005

On January 4, 2005, the Company entered into a Stock Purchase Agreement pursuant to which the Company purchased
all of the outstanding common stock of Diversified Suburban Newspapers, Inc. (“Diversified”), the publisher of The Park
Record, in Park City, Utah. The Singleton Family Revocable Trust owned 50% of the outstanding stock of Diversified at the
time of purchase. The purchase price was approximately $8.0 million (plus transaction costs of $0.2 million), subject to
adjustment to reflect final working capital balances. The Company has allocated the purchase price as follows: $0.8 million
tangible assets (primarily fixed assets), $3.6 million identifiable intangible assets ($2.0 million, masthead; $0.4 million,
subscriber list; $1.2 million, advertiser list) and $3.8 million was recorded as goodwill. An additional $1.7 million of
goodwill was recorded as the offset to the deferred tax liability established in association with the difference between the
book and tax basis in the Diversified common stock at the date of the transaction. The Company received a fairness opinion
on the purchase price. The transaction was unanimously approved by the disinterested directors of the Company.

The Singleton Family Revocable Trust holds 254,858.99 shares of the Company’s Class A Common Stock, representing
11.09% of total shares of Class A Common Stock outstanding. Mr. William Dean Singleton, Vice Chairman, Chief
Executive Officer and a director of the Company and Mr. Howell Begle, Assistant Secretary, General Counsel and a director

of the Company, are trustees of The Singleton Family Revocable Trust. Mr. Singleton is a beneficiary of The Singleton
Family Revocable Trust.

During fiscal year 2005, the Company purchased several small weekly publications in its existing newspaper markets for
an aggregate purchase price of approximately $2.1 million. The estimated fair market value of assets acquired reflects

management’s current best estimate and is subject to change in the final allocation of the purchase price.

Fiscal Year 2004

In May 2004, the Company restructured its interest in the York JOA and acquired the masthead and the other identifiable
intangible assets of the York Daily Record as discussed in Note 3: Joint Operating Agencies.

In January 2004, the Company purchased two weekly newspapers; the Grunion Gazette and Downtown Gazette, both
published in Long Beach, California for $9.3 million. Approximately $0.2 million of the purchase price was attributable to
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tangible assets, $2.5 million was attributable to identifiable intangible assets and $6.6 million was recorded as goodwill. The
Company also owns and operates the Press-Telegram, a daily newspaper published in Long Beach.

Dispositions
Fiscal Year 2006

See Note 4: Investment in California Newspapers Partnership and Texas-New Mexico Newspapers Partnership for
discussion of the Texas-New Mexico Newspapers Partnership restructuring and Fiscal Year 2006 - Other Transactions below
for discussion of the formation of the Prairie Mountain Publishing Company.

Fiscal Year 2005
There were no dispositions in fiscal year 2005.

Fiscal Year 2004

In May 2004, MediaNews restructured its interests in the Charleston JOA as discussed in Note 3: Joint Operating
Agencies.

Other Transactions
Fiscal Year 2006
Prairie Mountain Publishing Company

On February 1, 2006, MediaNews and E. W. Scripps Company (“Scripps”) completed the formation of the Prairie
Mountain Publishing Company LLP (formerly named Colorado Publishing Company LLP). Upon formation of the Prairie
Mountain Publishing Company LLP (“PMP”), MediaNews contributed substantially all of the operating assets used in the
publication of the newspapers published by Eastern Colorado Publishing Company, comprised of several small daily and
weekly newspapers, and Scripps contributed substantially all of the operating assets used in the publication of the Daily
Camera and the Colorado Daily, both published in Boulder, Colorado. In addition to the assets contributed to PMP,
MediaNews paid Scripps approximately $20.4 million to obtain its 50% interest in PMP. Scripps owns the remaining 50%
interest. The management committee of PMP is comprised of four members, two of whom are appointed by MediaNews and
two of whom are appointed by Scripps. Under the partnership agreement, PMP is required to make distributions to the
Company equal to 50% of earnings, less working capital required by the partnership. The Company’s contribution to PMP
was treated as two separate, but simultaneous transactions: (1) a sale, whereby for accounting purposes, the Company sold to
Scripps a 50% interest in Eastern Colorado Publishing Company, resulting in a $0.8 million non-monetary gain (pursuant to
Statement of Financial Accounting Standards No. 153, Exchanges of Nonmonetary Assets) and approximately $16.6 million
of assets were reclassified to equity investments, and (2) the acquisition of a 50% interest in the newspapers contributed to
PMP by Scripps. As a result, effective February 1, 2006, MediaNews no longer consolidates the operations of Eastern
Colorado Publishing Company contributed to PMP and began accounting for its share of the operations of PMP under the
equity method of accounting.

Texas-New Mexico Newspapers Partnership

See Note 4: Investment in California Newspapers Partnership and Texas-New Mexico Newspapers Partnership for
discussion of the Texas-New Mexico Newspapers Partnership restructuring.

Fiscal Year 2005

On June 10, 2005, the Company acquired for approximately $45.9 million the remaining 20% of The Denver Post
Corporation which it did not own.
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Fiscal Year 2004

The Company’s subsidiary, Alaska Broadcasting Company (or “ABC”), owns the license rights to KTVA, an Anchorage,
Alaska affiliate of CBS Broadcasting. Until September 30, 2004, ABC participated, and was the manager, in a Joint Sales
Agreement (or “JSA™) with KTBY, an affiliate of Fox Broadcasting, owned by Piedmont Television Holdings LLC (or
“Piedmont™). By the terms of the former JSA and a shared services agreement, ABC performed certain production, sales and
administrative functions of both stations. Responsibility for programming at the individual stations was separate and
remained with the respective licensees.

The Company also entered into an agreement to purchase the KTBY license and all the operating assets of KTBY from
Piedmont for $4.5 million and had paid $1.0 million of the purchase price into an escrow account. The purchase of the KTBY
license was subject to FCC (Federal Communications Commission) approval. Effective September 30, 2004, the Company
elected not to extend the JSA and purchase agreement, and as a result, the agreements were terminated. Upon the termination
of the purchase agreement, the $1.0 million in escrow was forfeited to Piedmont. The escrow deposit was written-off along
with $0.1 million of other prepaid acquisition costs as of June 30, 2004,

The termination of the JSA has not had a material impact on operations or the carrying value of the assets and liabilities
of ABC.

Note 6: Long-Term Debt

Long-term debt consisted of the following:

June 30,
2006 2005
(Dollars in thousands)
Bank Credit Facility (Revolving Portion).............. ) $ 146,550 § 152,700
Bank Term Loan A ......ccocecevevniomvcninriiiinenennn ) 100,000 100,000
Bank Term Loan B........cooocviiiniiin D 145,790 -
Bank Term Loan C......ccooveieeiniiinecninciniiinennes N ()] - 147,263
Various Notes, payable through 2013 .................... ) 22,770 24,970
6.875% Senior Subordinated Notes, due 2013....... (11D) 297,925 297,712
6.375% Senior Subordinated Notes, due 2014....... (Iv) 148,888 148,780
861,923 871,425
Less current portion of long-term debt................... (3.926) (3.913)
§ 857,997 $ 867,512
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I1.

On December 30, 2003, the Company refinanced its bank credit facility. The credit facility provided for borrowings
of up to $600.0 million, consisting of a $350.0 million revolving credit facility and a $250.0 million term loan “B”
facility. On August 30, 2004, the Company entered into an amendment and restatement of the December 30, 2003
bank credit facility which refinanced term loan “B” with a $100.0 million term loan “A” and a $148.8 million term
loan “C.” On September 8, 2005, the Company entered into another amendment of its December 30, 2003 bank
credit facility in order to reduce borrowing margins. The amendment provided for a $147.3 million term loan “B,”
which was used to refinance term loan “C.” The revolving credit facility reduces to $250.0 million on December 30,
2008 and matures on December 30, 2009. The Company may increase the amount of the amended facility by up to
$200.0 million, subject to. obtaining commitments of lenders to loan such additional amounts and to usual and
customary conditions. Prior to the maturity date of the revolving facility, borrowings under the revolving facility are
permitted to be borrowed, repaid and reborrowed without premium or penalty (other than customary breakage
costs). Amounts repaid under the term loans “A” and “B” are not available for reborrowing. The bank credit facility
is guaranteed by the Company’s subsidiaries (with certain exceptions) and secured by first priority liens and security
interests in all of the capital stock (or other ownership interests) of each of the Company’s and the guarantors’
subsidiaries (with certain exceptions) and its interest in the Texas-New Mexico Newspapers Partnership. The
Company also has pledged its interest in the Denver JOA to secure the bank credit facility (subject to certain
limitations). The bank credit facility contains a number of covenants that, among other things, restrict the
Company’s ability and its subsidiaries’ ability to dispose of assets, incur additional indebtedness, pay dividends or
make capital contributions, create liens on assets, make investments, make acquisitions and engage in mergers or
consolidations. In addition, the bank credit facility requires compliance with certain financial ratios, including a
maximum consolidated debt to consolidated operating cash flow ratio, a maximum consolidated senior debt to
consolidated operating cash flow ratio and a minimum consolidated operating cash flow to consolidated fixed
charges ratio. At June 30, 2006, the Company was in compliance with all such covenants. Borrowings under the
bank credit facility bear interest at rates based upon, at the Company’s option, either 1) the base rate (the higher of
(a) the Federal Funds Rate plus %2 of 1% and (b) Bank of America’s prime rate) or 2) Eurodollar rate plus a spread
based on the Company’s leverage ratio. At June 30, 2006, Eurodollar borrowing margins varied from 0.75% to
1.00% and base rate borrowing margins were 0% on the revolver portion of the bank credit facility. At June 30,
2006, borrowing margins on the revolver portion of the bank credit facility were set at 1.00% and 0.00% for the
Eurodollar and base rate borrowings, respectively. The term loan “A” bears interest at rates based upon, at the
Company’s option, Eurodollar or base rates (derived from prime), plus a borrowing margin based on the Company’s
leverage ratio. The Eurodollar and base rate borrowing margins on term loan “A” will bear interest at the Eurodollar
or base rate, at the Company’s option, plus a borrowing margin based on the pricing grid used for the revolving
credit facility. At June 30, 2006, borrowing margins on term loan “A” were set at 1.00% and 0.00% for Eurodollar
and base rate borrowings, respectively. Term loan “A” requires quarterly principal payments as follows: $5.0
million beginning in March 2008 through December 2008; $7.5 million from March 2009 through December 2009;
and $12.5 million from March 2010 through September 2010, with the remaining balance due at maturity on
December 30, 2010. Term loan “B” bears interest based upon, at the Company’s option, Eurodollar or base rates,
plus a borrowing margin of 1.25% or 0.25%, respectively. At June 30, 2006, borrowing margins were set at 1.25%
and 0.25%, respectively, for the Eurodollar and base rate borrowings. Term loan “B” requires quarterly principal
payments as follows: $0.4 million through December 2009, increasing to $35.2 million from March through
September 2010, with the remaining balance due at maturity on December 30, 2010. In addition to interest, the
Company pays an annual commitment fee of 0.25% to 0.375% on the unused portion of the commitment based on
the Company’s leverage ratio. The annual commitment fee is currently set at 0.375%. At June 30, 2006, the
Company had $193.0 million available under the credit facility for future borrowings, net of $10.4 million in
outstanding letters of credit. The Company incurred debt issuance costs of $3.8 million related to the December 31,
2003 $600.0 million bank credit facility, and another $0.3 million related to the amended facility. These debt
issuance costs have been capitalized as a deferred charge, and are being amortized on a straight-line basis over the
term of the bank credit facility as a component of amortization expense. The Company amended the facility again in
August 2006 adding a $350.0 million term loan “C.” See Note 16: Subsequent Events for a complete discussion of
the new terms of the amended credit agreement.

In connection with various acquisitions, the Company’s subsidiaries have issued notes payable to prior owners and
assumed certain debt obligations. The notes payable and other debt obligations bear interest at rates ranging from
0.0% to 7.0%. The notes bearing interest at below market rates have been discounted at rates ranging from 8.5% to
10.5%, which reflects the prevailing rate at the date of acquisition. The majority of these notes and other debt
obligations are unsecured obligations of the Company.
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III. On November 25, 2003, the Company completed the sale of $300.0 million of its 6.875% Senior Subordinated
Notes due 2013 (or “6.875% Notes”). The Company applied the net proceeds of $291.5 million from the sale of the
6.875% Notes and other available funds to repurchase all of its outstanding $300.0 million 8.75% Notes. Proceeds
from the sale of the 6.875% Notes were reduced by an original issue discount of $2.6 million and debt issuance costs
of $6.0 million. The Company reduced the principal amount of the 6.875% Notes by the amount of the original
issue discount and is amortizing the discount as a component of interest expense using the effective interest method.
The debt issuance costs have been capitalized as a deferred charge, and are being amortized on a straight-line basis
over the term of the 6.875% Notes as a component of amortization expense. The indebtedness evidenced by the
6.875% Notes is subordinated and junior in right of payment to obligations under the bank credit facility and related
term loans. No principal payments are required on the 6.875% Notes until October 1, 2013, at which time all
outstanding principal and interest is due and payable. Semi-annual interest payments are due and payable on
October 1 and April 1 of each year. The 6.875% Notes are general unsecured obligations of the Company ranking
equal in right of payment with the 6.375% Notes.

IV. On January 26, 2004, the Company completed the sale of $150.0 million of its 6.375% Senior Subordinated Notes
due 2014 (or “6.375% Notes™). The Company ultimately used the proceeds of the sale of $146.9 million to
temporarily prepay all borrowings under the revolver portion of the bank credit facility. Such prepayment was
reborrowed and used, along with cash on hand, to repurchase all of the Company’s $200.0 million 8.625% Notes on
July 1, 2004. Proceeds from the sale of the 6.375% Notes were reduced by an original issue discount of $1.4 million
and debt issuance costs of $1.8 million. The principal amount of the 6.375% Notes has been reduced by the amount
of the original issuance discount, which is being amortized as a component of interest expense using the effective
interest method. The debt issuance costs have been capitalized as a deferred charge and are being amortized on a
straight-line basis over the term of the 6.375% Notes as a component of amortization expense. The indebtedness
evidenced by the 6.375% Notes is subordinated and junior in right of payment to obligations under the new bank
credit facility and related term loans. No principal payments are required until April 1, 2014, at which time all
outstanding principal and interest is due and payable. Semi-annual interest payments are due and payable on January
1 and July 1 of each year. The 6.375% Notes are general unsecured obligations of the Company ranking equal in
right of payment with the 6.875% Notes.

Maturities of long-term debt for the next five fiscal years and thereafter are shown below (in thousands).

As of
June 30, 2006

2007 e $ 3,926
2008 ... 13,495
2009, 28,348
2010 e 259,312
2011 oo, 97,147
Thereafter .......couveen.... 459,695
$ 861923

Interest paid during the fiscal years ended June 30, 2006, 2005, and 2004 was approximately $55.2 million, $55.4 million
and $52.7 million, respectively. Approximately $2.0 million and $0.7 million of interest was capitalized during fiscal years
2006 and 2005, respectively. An immaterial amount of interest was capitalized during fiscal year 2004.

Letters of credit have been issued in favor of an insurance company providing workers compensation insurance coverage
to the Company and its subsidiaries totaling approximately $10.4 million as of June 30, 2006.

The fair market value of the 6.875% Notes and 6.375% Notes at June 30, 2006 was approximately $272.2 million and
$130.9 million, respectively. The carrying value of the Company’s bank debt, which has interest rates tied to prime or the
Eurodollar, approximates its fair value. Management cannot practicably estimate the fair value of the remaining long-term
debt because of the lack of quoted market prices for these types of securities and its inability to estimate the fair value
without incurring the excessive costs of obtaining an appraisal. The carrying amount represents the original issue price net of
remaining original issue discounts, if applicable.

At times, the Company has entered into interest rate swap agreements to reduce its exposure to the uncertainty of short-
term interest rate fluctuations associated with its outstanding bank debt. In fiscal year 2004, the Company had swap
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agreements that swapped fixed-rate interest payments for variable interest rate payments based on current pricing. At June
30, 2006 and 2005, the Company had no outstanding interest rate swap agreements. However, during fiscal year 2004, net
settlements of the interest rate swap agreements were recorded as adjustments to interest expense. These fixed to variable
interest rate swaps did not qualify for hedge accounting, and therefore, changes in their fair value were recognized in other
(income) expense, net in the period of change. As a result of marking these derivative instruments to market, a loss of $3.0
million was recognized in other (income) expense, net for the year ended June 30, 2004. The net cash settlements of the
Company’s interest rate swap agreements had the effect of decreasing interest expense by $3.0 million for the year ended
June 30, 2004.

Note 7: Leases

The California Newspapers Partnership leases assets under capital leases. One of the capital leases was renegotiated
during fiscal year 2005 resulting in an adjustment to the asset and the corresponding liability of approximately $0.5 million.
Assets under capital leases and related accumulated amortization are included in property, plant and equipment in the
accompanying consolidated balance sheets at June 30, as follows:

2006 2005

(Dollars in thousands)

Building and equipment...............coccoeerenernnnn. $ 6,406 $ 6,422
Accumulated amortization .............cccveevveivrnnnnns (3.882) (3.688)
Assets under capital leases, net........................ $ 2524 § 2734

Amortization on capital lease assets is included with depreciation expense in the accompanying financial statements.

The Company and its subsidiaries also lease certain facilities and equipment under operating leases, some of which
contain renewal or escalation clauses. Rent expense was approximately $7.8 million, $8.2 million and $6.1 million during
fiscal years 2006, 2005, and 2004, respectively. Contingent rentals are not significant. Future minimum payments on capital
and operating leases, excluding the acquisition transaction on August 2, 2006, are as follows at June 30, 2006:

Capital Operating
Leases Leases

(Dollars in thousands)

2007 e $ 853 § 6,865
2008 ...t 867 6,034
2009 i s 867 4,621
2010 e 867 2,404
2011 i 867 1,743
Thereafter ........ccoeevniriinecieecereee 6.936 19.468
Total minimum lease payments..........c.cccceu.e. 11,257 $ 41,135
Less amount representing interest.................... (5.287)

Present value of net future lease payments...... $ 5970
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Note 8: Employee Benefit Plans
Pension and Post-Retirement Plans

In conjunction with the fiscal year 1998 acquisitions of The Sun in Lowell, Massachusetts and the Daily News in Los
Angeles, California, the Company assumed non-contributory defined benefit pension plans, which covered substantially all
the employees at the acquired newspapers. The Sun’s plan was combined with the frozen plan of New England Newspapers,
Inc., a wholly owned subsidiary of the Company. In addition, shortly after the acquisition of Daily News, the Company
elected to freeze the plan assumed in conjunction with that acquisition. Accordingly, all current service cost under that plan
has been terminated. Until April 1, 2005, participants in the plan assumed in conjunction with the acquisition of The Sun
continued to accrue benefits associated with current services, based on years of service and estimated compensation prior to
retirement. Effective April 1, 2005, the Company froze the defined benefit plan benefits and recognized a curtailment loss of
approximately $0.4 million.

The Denver Post sponsors two non-contributory defined benefit pension plans, which cover substantially all its current
employees. Both plans provide benefits based on employees’ years of service and compensation during the years
immediately preceding retirement. The Denver Post also sponsors post-retirement health care and life insurance plans that
provide certain union employees and their spouses with varying amounts of subsidized medical coverage upon retirement
and, in some instances, continued life insurance benefits until age 65 if the employee retires prior to age 65. Due to the
formation of DNA on January 23, 2001, obligations related to the employees of The Denver Post who became employees of
DNA were transferred to DNA’s pension plans along with an amount of net pension asset actuarially determined to fund the
obligation. The Denver Post editorial employees, terminated vested employees and retired employees continue to be covered
by the two non-contributory plans sponsored by The Denver Post as discussed above.

The Company’s funding policy for all plans is to make at least the minimum annual contributions required by the
Employee Retirement Income Security Act of 1974.

Effective December 31, 2003, the New England Newspapers, Inc., Daily News and one of The Denver Post plans were
merged into one master plan: the MediaNews Plan. The Denver Post Guild (union) pension plan remains as a separate plan
and a nonqualified pension plan was also created as a result of the plan merger.

During the fourth quarter of fiscal year 2006, the Company offered early retirement and severance to certain employees of
The Denver Post. In conjunction with the early retirement and severance offers, the Company recognized a small curtailment
loss and a small amount related to special termination benefits.

The Company sponsors a post-retirement health care plan for certain former and current Kearns-Tribune, LLC employees
that provided subsidized medical coverage for former employees who retired prior to January 1, 2005. Effective January 1,
2005, the Company no longer provides post-retirement health care coverage for the majority of Kearns-Tribune, LLC
employees retiring after that date. In conjunction with the partial freeze of this plan, the Company recognized a small
curtailment loss.

Effective July 1, 2003, the Company adopted an executive retiree medical benefit plan, which provides for health care
coverage during the retirement for the eligible participants (corporate officers). There are minimum age and years of service

criteria for eligibility for benefits under this plan.

The Company has additional post-employment agreements and obligations, none of which are material individually or in
aggregate.
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The following tables provide a reconciliation of benefit obligations, plan assets and funded status of the Company’s
pension and other defined benefit plans as of June 30. The tables also provide the components of net periodic pension cost I.
associated with those plans as of June 30.

Pension Plans Other Benefits I'
2006 2005 2004 2006 2005 2004
(Dollars in thousands) Il
Change in Benefit Obligation
Benefit Obligation at Beginning of
Year ..ot $ 111,182 $ 98,188 $ 93,832 $ 4,880 $ 5,495 $ 5,561 I'
Service Cost.. 1,125 1,038 1,143 557 434 331
Interest Cost.. 5,679 5,927 5,688 295 327 326 ll
Amendments.........cocoveeveeciecereeerenrennn 160 (720) 64 49 (128) —
Other Adjustments 307 — — 2,032 — —
Actuarial Loss (Gain) .........cccceveunee.e. (10,257) 12,561 3,335 2,715 (650) (216) l'
Benefits Paid (5.836) (5.812) (5.874) (536) (598) (507)
Benefit Obligation at End of Year....... $ 102,360 $ 111,182 b 98,188 $ 9,992 $ 4,880 3 5,495 : Il
Change in Plan Assets
Fair Value of Plan Assets at
Beginning of Year. ... $ 82580 $ 81387 $ 77944 § — 8 — 8 — [ | ]
Actual Return on Plan Assets 7,304 4,949 8,539 — — —
Company Contributions ..... 1,945 2,056 778 536 598 507
Benefits Paid............cccoeee... (5.836) (5.812) (5,.874) (536) (598) (507} .l
Fair Value of Plan Assets at End of
N S $ 85993 § 82,580 § 81,387 § — 3 — 3 — ]
Reconciliation of Funded Status
Funded Status .........cocoocevvvervininnnn. $ (16,367) S (28,602) $ (16,801) $ 9,992) § (4880) $ (5,495)
Unrecognized Net Loss ............. 34,770 48,893 37,674 2,953 397 1,117 .'
Unrecognized Prior Service Cost......... 2,929 3.494 4.376 (136) (149) —
Net Prepaid (Accrued) Cost ................ $ 21,332 $ 23,785 $§ 25249 $ 7,175y § (4,632) § (4,378) .'
Assumptions as of June 30
Discount Rate ........ccoveevvivrnverrenenne. 6.25% 5.25% 6.25% 6.25% 5.25% 6.25%
Expected Return on Plan Assets.......... 8.00% 8.00% 8.00% N/A N/A N/A .l
Rate of Compensation Increase........... 3.00% 3.00% 3.00% N/A N/A N/A
Components of Net Periodic Cost
Service COoSt....cnenieceiceieecieiennnn, $ 1,125 $ 1,038 $ 1,143 $ 557 $ 434 $ 331 ll
Interest Cost 5,679 5,927 5,688 295 326 326
Expected Return on Plan Assets.......... (6,466) (6,369) (7,041) — — — .l
Amortization of Deferral..................... 416 440 462 (13) (6) 2)
Recognized Net Actuarial Loss........... 2,990 2,040 1,608 31 70 93
Curtailment Loss and Special .l
Termination Benefits ....................... 347 443 — 49 27 ——
Net Periodic COSt...cccrermrerriririirneinne $ 4,091 $ 3.519 3 1,860 $ 919 3 851 $ 748 .'

Amounts Recognized in the
Consolidated Balance Sheets

Consist of: Il

Prepaid Benefit Cost........................ $ 11,783 $ — $ 13,979 $ — $ — $ —
Accrued Benefit Cost..........occuueee. (16,530) (27,545) (16,356) (7,174) (4,632) (4,378)
Intangible Asset .........cceerveeneninenne. 26 3,271 659 — — — .'
Accumulated Other
Comprehensive Loss(1) ............... 26,053 48.059 26,967 — — — .'
Net Prepaid (Accrued) Cost............. $ 21,332 $ 23,785 $ 25,249 $ @.174) § (4,632) § (4,378)
Separate Disclosure for Pension
Plans with Accumulated Benefit .l
Obligation and Projected Benefit
Obligation in Excess of Plan .I
Assets
Projected Benefit Obligation ........... $ 73,093 $ 111,182 $ 70,733 N/A N/A N/A
Accumulated Benefit Obligation..... $ 72,574 $ 110,124 $ 69,451 N/A N/A N/A .I
Fair Value of Plan Assets ................ $ 56,044 $ 82,580 $ 53,094 N/A N/A N/A

(1) The Company’s share of minimum pension liability at DNA (which is unconsolidated) is included as a component of accumulated other
comprehensive loss in the Company’s consolidated balance sheet; however, because the Company does not consolidate the related pension plan, the .l
obligation has been excluded from the table. Also, accumulated other comprehensive loss as shown here differs from the accumulated other
comprehensive loss as reflected in the consolidated balance sheet and consolidated statements of changes in shareholders’ equity as the consolidated
statements reflect the minimum pension liability net of tax. .I




The Company’s estimates of payments to beneficiaries of its pension plans and other benefits are as follows for each
fiscal year ended June 30 (in thousands):

Pension Plans Other Benefits

2007 .o $ 6,540 $ 900
2008....cooiiiiiiiiiiien, 6,540 940
2009 ... 6,550 960
2010 6,760 1,000
2011 i 6,850 1,000
2012 -2016.....cceevenee. 36,710 4,700

The Company’s pension plan allocations at June 30 were as follows:

Target Plan Assets
Allocations Years Ended June 30,
2007 2006 2005
Asset Category:
EqQUity SECUTILIES .ovveveviieriireenieecniereeeere s 70.0% 70.0% 66.5%
Debt SECUTITIES ...vveiereeiieiieenree v e 20.0 19.3 29.3
Other. it e 10.0 10.7 4.2
TOtal c.oviiiiiiiee e 100.0% 100.0% 100.0%

The Company’s investment policy is to maximize the total rate of return on plan assets to meet the long-term funding
obligations of the plan. Plan assets are invested using a combination of active management and passive investment strategies.
Risk is controlled through diversification among multiple asset classes, managers, styles and securities. Risk is further
controlled both at the manager and asset level by assigning return targets and evaluating performance against these targets.
Equity securities include common stocks of large, medium, and small companies which are predominately U.S. based. Fixed-
income securities primarily include securities issued or guaranteed by the U.S. government, mortgage-backed securities and
corporate debt obligations., Other includes certain real estate investments.

The assumptions used in determining the Company’s pension and postretirement benefit obligation can differ from the
actual results. As a result of these differences, as well as other external economic factors, the assumptions used are
periodically revised and updated. The differences between actual and assumed experience, and the related changes in
assumptions, give rise to actuarial gains and losses in the preceding table, which are recognized over the expected service
period of active participants. The majority of the current year differences are related to the Company increasing the discount
rate used, which decreased the minimum pension liability that is reflected in other comprehensive income. The discount rate
used to determine the Company’s future pension obligations is based upon an index of securities with various maturities rated
Aa or better as of the respective measurement dates. The increase in compensation levels assumption is based on actual past
experience and near-term outlook and only applies to The Denver Post pension plans. The expected long-term rate of return

on plan assets is based upon the weighted average expected rate of return and capital market forecasts for each asset class
employed.

The Company expects to contribute approximately $3.0 million to $4.0 million to its defined benefit pension plans in
fiscal year 2007, excluding the impact of our August 2, 2006 acquisitions discussed in Note 16: Subsequent Events.
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Assumed health care cost trend rates can have a significant effect on the amounts reported for the health care plans. A
one-percentage-point change in assumed health care cost trend rates would have the following effect (in thousands):

1-Percentage 1-Percentage

Point Increase Point Decrease
Effect on total of service and interest cost components....... $ 125§ 105
Effect on postretirement benefit obligation ..........cccocoeennen. $ 799 § 698

The July 1, 2006 assumed trend rate for the increases in health care costs for its post-retirement plans was 10% trending
down over five years to an ultimate rate of 5%. The Company’s policy is to fund the cost of providing postretirement health
care and life insurance benefits when they are entitled to be received.

Deferred Compensation Plan

The Company sponsors several nonqualified deferred compensation plans, which are offered to certain employees
(principally corporate officers, newspaper publishers and operational executives). The plans allow participants to defer a
portion of their compensation, including bonuses on a pre-tax basis. Participants in one plan are eligible for a Company
match based on their deferrals into the plan, while participants of another plan are eligible for a discretionary Company
contribution award based on operating results. The Company match and discretionary awards are subject to vesting, over a
period of ten years from the date of participation in the plans. No vesting occurs until the participant has completed three or
five full years in the plan (depending on the specific plan), after which time the participant is 30% or 50% vested; the residual
vesting occurs evenly over the remaining period at 10% per year. The Company match is subject to early withdrawal
penalties. The compensation deferrals and Company match earn a return based on notional investment elections made by the
individual participants. The discretionary Company contribution awards earn a return equal to the Company’s cost of
borrowing under its revolving credit agreement, which it may use to fund payments on the deferred compensation
obligations. These deferred compensation obligations are recorded in the Company’s consolidated balance sheets as a
component of “Other Liabilities” at the vested value of the deferred compensation, plus the applicable return on investment,
and amounted to $7.3 million and $5.8 million at June 30, 2006 and 20035, respectively. In some cases, the Company has
made investments in cash surrender value life insurance policies, which may be used at the Company’s discretion to fund its
deferred compensation liability. The Company’s investments in cash surrender value life insurance policies are recorded in
the Company’s consolidated balance sheets as a component of “Other Assets” and amounted to $5.2 million and $3.9 million

at June 30, 2006 and 2005, respectively.

Other Retirement Plans
The Company and several of its newspaper properties participate in retirement/savings plans, and in addition, contribute
to several multi-employer plans on behalf of certain union-represented employee groups. The majority of the Company’s

full-time employees are covered by one of these plans. Total expense for these plans in the fiscal years ended June 30, 2006,
2005 and 2004, was approximately $4.9 million, $4.6 million and $4.1 million, respectively.

Note 9: Income Taxes

The income tax provision consists of the following:

Years Ended June 30,
2006 2005 2004
(Dollars in thousands)
Current:
StALE . eeiiit e $ 1,249 $ 1,331 $ 579
Federal.......oocooovveveeiiiieeieeeee s 7,179 1,031 —
Deferred: .
SHALE ... (19) 1,167 (43)
Federal........coooovverveeiericriciiciececrecre e (4.526) 16,561 16.430
NEt PrOVISION ...ecvieierriereiererrereeeeeesresererieeseesneas $ 3.883 $ 20,090 $.16,966
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A reconciliation between the actual income tax expense (benefit) for financial statement purposes and income taxes
computed by applying the statutory Federal income tax rate to financial statement income before income taxes is as follows:

Years Ended June 30,
2006 2005 2004
Statutory federal income tax rate.........coccoeeeeeeeeieecannnne. 35% 35% 35%
Effect of:
State income tax net of federal benefit.................. 16 3 1
Dividends received deduction ..........ccocevvennennnnne. ) 4 (N
Book/tax basis difference associated with
acquisitions and non-deductible acquisition
COSES 1.vveeirieiire ettt et st e 12 — 2)
Expenses not deductible for tax purposes.............. 12 1 2
Other, NEL......ooeeveveeeeieiieeeeecrecee e 7 1 4
Financial statement effective tax rate............coceererenne. 78% 34% 39%
Components of the long-term deferred tax assets and liabilities are as follows:
June 30,
2006 2005

(Dollars in thousands)
Deferred tax assets:

Net operating losses and other credits .............ccccve.ne.. $ 19,529 $ 25,991
Deferred employee compensation............ccoevveerveennenne. 8,760 5,379
Notes payable......coovevvieioiiiiiieeeeeeeeeeee e 2,445 2,599
PENSIONS . .evetieiieee ettt e 1,831 9,531
Option accrual .......coooeiiiiiiii e 1,371 1,178
Bad debts.....cc.oocviiiiciiciccr e 1,640 1,357
(071113 OO 1,392 2.009
36,968 48,044
Valuation allowance...............c.oocoeeeeiii v, (3.822) (4.837)
Deferred tax aSSets .....cocoovvvivceeeeeieiceeeee e 33,146 43,207
Deferred tax liabilities:
FIxed @SSELS .ocviiiiirecrecveeereeent e 16,009 21,152
INtangibles........ccoecveriveiieeiicie e e 83,736 50,460
Partnership interests and equity investments............... 36,750 69.803
Deferred tax liabilities ..........cocevivieeiieeie e 136.495 141.415
Net deferred tax Babilities .......c..cocevvivreirenrienneecrenrenns $ 103,349 $§ 98,208

On February 1, 2006, MediaNews contributed assets including permanent difference goodwill to Prairie Mountain
Publishing Company, LLP (“PMP”). The basis of those contributed assets became a component of the Company’s equity
investment in PMP. The Company has provided for deferred taxes on the entire investment balance including the goodwill
portion that was treated as a permanent difference prior to the contribution. As a result, MediaNews recognized $0.7 million
deferred tax expense, the impact of which is included in the rate reconciliation above in the line item “book/tax basis
difference associated with acquisitions and non-deductible acquisition costs.”

The State of Texas enacted a new franchise tax law on May 18, 2006. This new tax law will apply to MediaNews
beginning in its fiscal year 2008. Fixed assets depreciation, intangible amortization, and partnership flowthrough are no
longer included in the calculation of taxes under the new statute. MediaNews recognized a state tax benefit of $0.9 million
for the elimination of Texas deferred tax liability net of federal tax impact. This benefit had the impact of decreasing the
Company’s effective state income tax rate net of federal benefit in the rate reconciliation above.

At June 30, 2006, for financial reporting purposes, the Company has approximately $9.8 million of net operating loss
carryforwards (NOLs) for federal tax reporting purposes available to offset its future taxable income, which expire in 2019
through 2025 and $8.9 million of alternative minimum tax credit carryforwards. The Company also has approximately
$106.7 million of state NOLs and approximately $4.6 million of state tax credits available to offset future state taxable
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income. The state NOLs expire in 2006 through 2025; the state tax credits expire beginning in 2006. During fiscal year
2006, the Company recorded $0.9 million of deferred tax expense related to the Company’s state NOLs. The expense
resulted from the net increase in valuation allowances to reflect state tax attributes that are more likely than not to go
unrecognized. This activity had the impact of increasing the Company’s effective state income tax rate net of federal benefit
in the rate reconciliation above.

The impact on the rate reconciliation varies annually based on the relative size of the non-deductible expenses in
comparison to the pre-tax book income. In fiscal year 2006, expenses not deductible for tax purposes had the impact of
increasing the Company’s federal income taxes by $0.6 million.

The Company projects it will generate taxable income sufficient to utilize substantially all of the federal net operating loss
carryovers before they expire; however, because of several uncertainties surrounding its projections, and the resulting
uncertainty as to whether all of the net operating loss carryovers will be used before they expire, the Company has
established a valuation allowance at each period end based upon its estimate of net operating loss and state tax credit
carryovers that are more likely than not to expire unused.

The Company made net state and federal income tax payments of approximately $1.2 million, $3.7 million and $1.8
million, during fiscal years 2006, 2005, and 2004, respectively.

Note 10: Hedging Activities

At times, the Company has entered into newsprint and interest rate swap agreements. As of June 30, 2006, the Company
had no outstanding newsprint or interest rate swap agreements.

The Company had two newsprint swap agreements: one with Enron North America Corp. (“Enron”) and the other with
Mirant Americas Energy Marketing LP (“Mirant”). Both newsprint hedges were designated at contract inception as cash
flow hedges under SFAS No. 133 and recorded at fair value with changes in the fair value of such contracts, net of income
taxes, reported in comprehensive income. The periodic net settlements made under the newsprint swap agreements were
reflected in operations in the period the newsprint was consumed. The newsprint swap agreements were subsequently
determined to be ineffective hedges when the swap counterparties became invalid due to bankruptcy and the hedges were
terminated prior to the original term of the agreements. The Company accounted for the early termination of the swaps in
accordance with SFAS No. 133, which required the Company to record a liability and a charge to comprehensive income to
reflect the fair value of the derivative instrument as of the date prior to that which the hedges were deemed ineffective. Since
a liquid market for the swap agreements did not exist, the valuations of the swaps were based on a discounted cash flow
model and projected future newsprint prices. The valuations required significant judgment and were subject to assumptions,
most notably estimates of future newsprint prices. The original term of the newsprint swap agreement with Enron expired in
December 2009; the swap was determined to be ineffective the date Enron filed bankruptcy (during the Company’s fiscal
year 2002). The original term of the newsprint swap agreement with Mirant expired in May 2005; the swap was determined
to be ineffective on the date Mirant filed bankruptcy (during the Company’s fiscal year 2004). The amounts in accumulated
other comprehensive loss related to these ineffective hedges are being amortized and charged to other (income) expense, net
over the original terms of the swap agreements as the forecasted newsprint purchase transactions originally contemplated in
the hedging arrangements continue to be probable of occurring. By the end of fiscal year 2005, all accumulated other
comprehensive income related to the Mirant swap had been fully amortized. The Enron newsprint swap is being amortized
on a straight-line basis. The Mirant newsprint swap was amortized ratably based on the difference between the floating price
(based on the Resource Information Systems, Inc. “RISI” price index) and the fixed price of $615.50 per metric ton using
nominal metric tons of 6,250 per quarter. Approximately $0.8 million was reclassified from accumulated other
comprehensive loss to earnings for each of the years ended June 30, 2006 and 2005 related to these terminated swaps. The
Company did not record any liabilities associated with the termination of the swaps, except as required by SFAS No. 133.
See Note 11: Commitments and Contingencies for further discussion regarding the settlement of a lawsuit with Mirant over
termination of the newsprint swap agreement.

See Note 6: Long-Term Debt for further discussion regarding the Company’s interest rate swaps.
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Note 11: Commitments and Contingencies
Commitments

In December 2004, the Company entered into a contract with a newsprint vendor to purchase newsprint based on market
price beginning January 1, 2005 (24,000 metric tons for calendar year 2005) and continuing through December 31, 2009
(36,000 metric tons per year for calendar years 2006 — 2009).

In December 2005, the Company entered into a contract with a newsprint vendor to purchase 3,150 metric tons of
newsprint based on market price beginning December 2005 and continuing through December 31, 2009.

In fiscal year 1998, in exchange for $2.4 million, the Company granted an option to a third party to purchase substantially
all the assets used in the publication of one of the Company’s newspaper properties, which the third party can exercise or put
to the Company based on a predetermined formula. At June 30, 2006, the option repurchase price was valued at $6.6 million
and is recorded as a component of other long-term liabilities. Changes in the estimated option repurchase price are recorded
as a component of other (income) expense, net. The purchase price of the option can increase or decrease significantly each
period based on the performance of the publication because a significant component of the option repurchase formula is the
twenty-four month trailing cash flows of the publication. If the purchase option is put to the Company (the put became
exercisable on January 31, 2003 and expires in 2010), the option repurchase price is due and payable in full. If the option
were put to the Company, the Company expects to fund the payment with available borrowings from its bank credit facility.
As a result, in accordance with SFAS No. 6, Classification of Short-Term Obligations Expected to be Refinanced, the option
repurchase price remains classified in the Company’s balance sheet as long-term.

The Company is party to a Shareholder Agreement with the Company’s President. The Shareholder Agreement entitles
the President, upon termination of his employment following December 31, 2009, by mutual agreement, or as a result of
breach by the Company or certain other circumstances, to put to the Company at a price of 100% of the then fair market
value (as determined by formula outlined in the Shareholder Agreement) shares of common stock which he owns. The
Company also has a call under the Shareholder Agreement to acquire, and the President has a right to put, such shares
following termination of his employment under other circumstances, at a price equal to a percentage of fair market value (as
determined by formula outlined in the Shareholder Agreement), which increases to 100% on December 31, 2009 (at June 30,
2006, the President has 58,199 shares of Class A common stock and is entitled to 80% of the fair market value). As of
June 30, 2006 and 2005, the value of the President’s put, as calculated per terms of the Shareholder Agreement, was
estimated to be $14.1 million and $21.0 million, respectively, and is recorded as component of “Putable Common Stock™ on
the Company’s balance sheet. In the event of his disability, the President also has the right to require MediaNews to
purchase his common stock from time to time during his lifetime in an aggregate amount not to exceed $1.0 million in any
fiscal year.

Effective July 1, 2005, the Company amended the employment agreement of Mr. William Dean Singleton, the Company’s
Vice Chairman of the Board and Chief Executive Officer. Under the amended employment agreement, Mr. Singleton has the
right, in the event of his disability, to require MediaNews to purchase his common stock from time to time during his lifetime
in an aggregate amount not to exceed $1.0 million in any fiscal year. At June 30, 2006 and 2005, the total estimated cost
(determined actuarially) of the repurchase would be $26.8 million and $27.6 million, respectively, and such amount is
recorded as a component of “Putable Common Stock” on the Company’s balance sheet.

The Company had entered into contractual commitments with regard to the construction of a printing and office facility
for the Salt Lake City JOA. As of June 30, 2006, the facilities were operational; however, there are contractual holdbacks
and allowances of approximately $2.5 million that remain which are due for work that has been completed and remains
subject to testing.

Contingencies
Prior to and since the Company’s acquisition of Kearns-Tribune, LLC (“Kearns Tribune”) and The Salt Lake Tribune in
January 2001, the Company has been involved in various legal actions with Salt Lake Tribune Publishing Company

(“SLTPC”), the holder of an option (the “Option Agreement”) to acquire the Tribune Assets (defined as all of the assets used,
held for use or usable in connection with the operation and publication of The Salt Lake Tribune). Kearns Tribune holds
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certain assets used in connection with the operation and publication of The Salt Lake Tribune. As of the date of this report,
the Company continues to be involved in litigation with SLTPC, primarily concerning the option to purchase the Tribune
Assets, the option exercise price, and any damages related to the option exercise. The following is a summary of the ongoing
Kearns Tribune litigation as of June 30, 2006:

On May 31, 2002, the United States District Court for the District of Utah (“District Court”) issued an Order for
Summary Judgment ruling that SLTPC held a valid and enforceable option to purchase the Tribune Assets owned by Kearns
Tribune. However, the District Court also ruled that one of the key components of the Tribune Assets, stock in the Salt Lake
City JOA, was subject to an anti-alienation provision contained in a Joint Operating Agreement (“JOA”) between Kearns
Tribune and Deseret News Publishing Company (“Deseret Publishing). The anti-alienation provision precludes the sale,
assignment or transfer of the Salt Lake City JOA stock by either party to the JOA absent a waiver or modification of the
provision. Subsequent to the court ruling, Deseret Publishing notified SLTPC that it would not waive or modify the anti-
alienation provision or consent to the sale or transfer of the Sait Lake City JOA stock to SLTPC. The District Court certified
for immediate appeal to the United States Court of Appeals for the Tenth Circuit the question of whether the anti-alienation
provision contained in the Joint Operating Agreement was enforceable, as the District Court held in its Summary Judgment
Order. The Tenth Circuit affirmed the District Court ruling that the stock of the Salt Lake City JOA could not be transferred
without the consent of Deseret Publishing. However, the Tenth Circuit remanded to the District Court for further
proceedings on the issue of whether the Tribune Assets other than the stock of the Salt Lake City JOA could be sold and
transferred to SLTPC and remedies could be fashioned that addressed an exclusion of the Salt Lake City JOA stock from the
transfer of the Tribune Assets. Potential remedies identified by the Tenth Circuit included: 1) an order of specific
performance transferring all the Tribune Assets that can be transferred without triggering the share transfer restriction; 2)
damages to compensate SLTPC for the Salt Lake City JOA stock not being transferred; or 3) equitable relief if a damage
award would be insufficient to remedy the failure to transfer the Salt Lake City JOA stock. In its opinion, the Tenth Circuit
also stated that the District Court could avoid equitable relief altogether and simply award damages to SLTPC if it is found
that Kearns Tribune is liable for failing to perform under the Option Agreement.

Subsequent to the Tenth Circuit’s ruling, SLTPC filed a motion for partial summary judgment seeking a ruling that, at the
Closing specified in the Option Agreement, Kearns Tribune is obligated under the Option Agreement to transfer all Tribune
Assets except for the Salt Lake City JOA stock. On June 25, 2003, the District Court granted this motion. Based upon this
ruling, the District Court also reinstated claims by SLTPC against the Company and Deseret Publishing that a 2001
amendment of the JOA interfered with SLTPC’s rights under the Option Agreement. Regarding SLTPC’s exercise of the
option, still reserved for trial is the question of whether, in an event those Tribune Assets (excluding the Salt Lake City JOA
stock) are not transferred, SLTPC is entitled to an order that Kearns Tribune specifically perform under the Option
Agreement and transfer those Tribune Assets, or limited to a damages remedy. Also remaining for decision at trial is the
issue of what additional remedies SLTPC might be entitled to if all Tribune Assets except for the Salt Lake City JOA stock
are transferred. A trial date was set for November 3, 2003, but was vacated by the District Court in light of the dispute
(discussed below in the next paragraph) over the exercise price should SLTPC acquire the Tribune assets. There is no trial
date currently set.

One issue in dispute is the option exercise price. The terms of the Option Agreement specify an appraisal process for
determination of the fair market value of the Tribune Assets. In this appraisal process, each party engaged an appraisal firm
to value the Tribune Assets at their fair market value. MediaNews’ appraisal valued the Tribune Assets at $380.0 million,
whereas SLTPC’s appraisal valued the Tribune Assets at $218.0 million. Because Kearns Tribune’s and SLTPC’s appraisals
were more than 10% apart, the appraisers appointed by Kearns Tribune and SLTPC were required to jointly select a third
appraiser. Under the terms of the Option Agreement, the final option purchase price is based on the average of the two
closest of the three appraisals. On June 11, 2003, the third appraiser issued its final report valuing the Tribune Assets at
$331.0 million. Accordingly, the option exercise price was set at $355.5 million for the Tribune Assets. After the third
appraiser’s final report was issued, SLTPC filed a lawsuit in the District Court on June 24, 2003 (the “appraisal lawsuit™),
challenging the valuation performed by the third appraiser and seeking to set aside the third appraisal and the $355.5 million
exercise price. The District Court ruled that the appraisal process constituted an arbitration under the Federal Arbitration Act
(“FAA”) and that any challenge must therefore be made under the procedures set forth in the FAA. The District Court
subsequently denied SLTPC’s motion under the FAA procedures secking to set aside the appraisal, and, as a consequence of
its arbitration rulings, also dismissed the appraisal lawsuit. SLTPC appealed the District Court’s rulings to the Tenth Circuit,
and on November 30, 2004, the Tenth Circuit reversed the District Court’s rulings. While taking no position on the merits of
the dispute as to the finality of the third appraisal and the validity of the $355.5 million exercise price, the Tenth Circuit held

82




that the Option Agreement’s appraisal procedure did not constitute arbitration within the meaning of the FAA. The Tenth
Circuit accordingly reinstated SLTPC’s appraisal lawsuit.

In the reinstated appraisal lawsuit, SLTPC filed an amended complaint against MediaNews, Kearns Tribune and the third
appraiser, Management Planning Inc. (“MPI”), seeking relief that includes (a) the setting aside of the third appraisal; or (b)
alternatively, if the exercise price of $355.5 million is held to be final and binding, (i) monetary damages from the third
appraiser for alleged breaches of contractual and fiduciary duties, and (ii) what SLTPC refers to as an “abatement” of the
purchase price pursuant to allegations that the value of the Tribune Assets has decreased since SLTPC sought to exercise the
option. MediaNews and Kearns Tribune and MPI filed separate motions to dismiss SLTPC’s amended complaint in the
appraisal lawsuit. On October 24, 2005, the District Court granted those motions and dismissed the appraisal lawsuit, ruling
that SLTPC’s allegations in its amended complaint did not set forth grounds for the invalidation of the third appraisal.
SLTPC subsequently filed a motion for reconsideration or, in the alternative, for leave to file a second amended complaint,
which the District Court denied on December 7, 2005. SLTPC appealed to the United States Court of Appeals for the Tenth
Circuit (“the Tenth Circuit”). On July 19, 2006, the Court of Appeals reversed the District Court, holding that SLTPC had
set forth grounds for invalidation of the third appraisal by alleging that MPI had (a) used the wrong definition of Fair Market
Value; (b) failed to consider relevant evidence; and (c) failed to comply with professional appraisal standards. The Court of
Appeals remanded the case to the District Court for further proceedings to determine if those allegations could be sustained.
On August 3, 2006, MediaNews and Kearns Tribune filed a Petition for Rehearing, asking the Court of Appeals to reconsider
whether the second and third allegations (failure to consider relevant evidence and failure to comply with professional
appraisal standards) were sufficient to challenge the third appraisal. The Court of Appeals ordered SLTPC to respond to the
Petition for Rehearing but has not yet ruled on it.

If the $355.5 million option exercise price is upheld, there remains a dispute as to whether SLTPC has now waived its
rights under the Option Agreement to acquire the Tribune Assets at that price. The District Court had set a date of October
10, 2003 (the “Closing Date™) for the closing to occur. On October 9, 2003, counsel for SLTPC sent a letter to counsel for
MediaNews and Kearns Tribune notifying Kearns Tribune that SLTPC would not pay the $355.5 million option exercise
price, and raised additional objections to the proposed closing documentation; accordingly, no closing occurred on
October 10, 2003. MediaNews and Kearns Tribune contend that this was SLTPC’s sole opportunity to close at the $355.5
million price, while SLTPC contends that in light of its objections, it would be entitled to another opportunity to close at that
price. It is expected that any dispute over SLTPC’s opportunity for a second closing will be litigated in the main action
between the parties (see discussion in the paragraph below).

During the time in which the appraisal and exercise price issues were on appeal before the Tenth Circuit, SLTPC’s main
action was stayed. In the main action, SLTPC’s pending claims against MediaNews and Kearns Tribune include claims for
specific performance damages for breach of contract (in the event some or all of the Tribune Assets are not transferred to
SLTPC) and for interference with contract (arising out of the amendment of the JOA in 2001). MediaNews and Kearns
Tribune have pending counterclaims against SLTPC, which include claims for damages for breaches of contract, breach of
fiduciary duty, interference with contract, negligence and conversion. Additionally, MediaNews and Kearns Tribune have
pending counterclaims for declaratory judgment, but no damage claims against Deseret News Publishing Company (“Deseret
Publishing”). Deseret Publishing has pending claims against SLTPC for damages, and claims that do not seek damages
against Kearns Tribune as to the meaning and enforceability of the Option Agreement and related Management and Joint
Operating Agreements. Additionally, it is anticipated, depending upon the outcome of the appraisal lawsuit, that the main
action may also encompass litigation by the parties concerning whether the Option Agreement expired when SLTPC did not
exercise it on October 10, 2003 (as the Company and Kearns Tribune have contended), or whether SLTPC still has the
opportunity to exercise the Option Agreement (as SLTPC contends). No schedule has yet been set for the litigation of these
issues.

In related litigation, the Company and Kearns Tribune filed a declaratory judgment against certain members of the
McCarthey family who own a majority interest in SLTPC, seeking a ruling that the defendants do not have any rights as
individuals (separate from their corporate entity, SLTPC) to purchase or otherwise acquire the Tribune Assets. The
defendants have asserted contract, tort and equitable claims based on an alleged oral agreement that they contend gives them
the right as individuals (separate from their corporate entity, SLTPC) to purchase the Tribune Assets at a price established
through a different appraisal methodology than that employed by MPI. The defendants have also filed a third-party
complaint naming as defendants various individuals and entities, including AT&T, Deseret Publishing, and Dirks Van Essen,
one of the three appraisers of the Tribune Assets. The Company, Kearns Tribune and all of the third-party defendants filed
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motions seeking summary judgment on all claims. On April 24, 2006, the District Court granted those motions. The
McCartheys have appealed, and the case is not yet fully briefed on appeal.

In January 2002, certain controlling members of SLTPC filed a separate lawsuit in Colorado State Court in Denver in
their individual capacities. The lawsuit names all the same defendants, arises from same underlying facts, and seeks
overlapping equitable relief and compensatory and punitive damages as the original federal case filed in Utah in the District
Court. The Company and the other defendants filed motions seeking to have this lawsuit dismissed or, in the alternative,
stayed pending resolution of the federal action. On February 21, 2002, the Colorado court granted the defendants’ motion to
stay the Colorado action until the Utah federal court action has been resolved. In January 2003, the Colorado plaintiffs filed
a motion to have the stay lifted, which was denied by the Colorado court. Thus, the Colorado action remains stayed until
completion of the Utah case.

The Company is not in a position at this time to predict the likely outcome of this litigation. However, the Company does
not believe that the litigation will have a materially adverse impact on its financial condition, results of operations, or
liquidity. Approximately $1.3 million, $0.8 million and $2.2 million, respectively, was recorded in other (income) expense,
net for the fiscal years ended June 30, 2006, 2005 and 2004, related to the cost of defending these lawsuits. The cost of
defending these lawsuits has been and may continue to be substantial.

Other

MediaNews sent a notice terminating its newsprint swap agreement with Mirant Americas Energy Marketing, LP
(“Mirant”) effective September 5, 2003. In March 2005, Mirant filed a lawsuit in U.S. District Court for the Southern
District of New York against the Company alleging breach of contract and seeking damages in connection with the swap
termination in the amount of approximately $2.0 million, plus interest, costs and attorney’s fees. In March 2006, such motion
was denied. In August 2006, the Company reached a settlement agreement with Mirant. Settlement terms under the
agreement were accounted for as of June 30, 2006 and did not have a material impact on the financial condition or results of
operations of the Company.

A series of class action lawsuits were filed against entities involved in the electronic display of articles (“Database
Entities”) that had previously appeared in newspapers and magazines (collectively, “Media Entities”) and had been authored
by individuals who were not employees of the Media Entities. These lawsuits alleged that the Database Entities’ electronic
display infringed upon the copyrights owned by the freelance authors. The lawsuits were consolidated into a single action in
the Southern District of New York, In re Literary Works in Electronic Databases Copyright Litigation, MDL No. 1379,
Consolidated Case No. 00 Civ. 8049 GBD (S.D.N.Y. 2000). MediaNews had licensed articles from its various newspapers to
one or more of the Database Entities. Although the Company is not a party to this litigation, various Media Entities have
asserted claims for indemnification against the Company in respect of their potential liability in this litigation. In 2004, the
Database Entities negotiated a settlement of these consolidated actions, and MediaNews agreed to participate in the
settlement process. The settlement provides for a claims settlement process in which a claims administrator would determine
the responsibility of the participants taking into account such factors as the availability of defenses, the existence of a
copyright registration, the date on which the relevant article was originally published, the amount received by the author of
the freelance article for the original publication and the total amount of claims that are compensated. Settlement under the
agreement could be significant; however, the Company has not been provided sufficient information to be able to estimate its
potential exposure to settling its share of the asserted claims.

In May 2004, the Company restructured its interests in Charleston Newspapers (“Charleston JOA™) and The York
Newspaper Company (“York JOA”). The Company and the other participants in such restructurings subsequently received
civil investigative demands from the Department of Justice and provided responsive information and documents concerning
the recent restructurings of the Charleston and York JOAs. After discussions with the Antitrust Division staff in 2005, the
Company proposed potential amendments to the agreements governing the York JOA to clarify the rights and obligations of
the parties to provide for additional performance based compensation to the manager of The York Dispatch under certain
circumstances. The proposed amendments remain under review at the Antitrust Division. The Company anticipates that any
such amendments would not be material to its future operating results.

With respect to the Charleston JOA, the Antitrust Division staff continued their investigation in 2005 and 2006. While

this investigation remains open, the Company does not anticipate any action by the Antitrust Division would materially affect
its future operating results.
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See Note 16: Subsequent Events regarding a lawsuit filed July 14, 2006 alleging antitrust violations based on the
Company’s purchase of certain California newspapers from The McClatchy Company and The Hearst Corporation’s
proposed investment in the Company’s non-Bay area assets and the review of the equity investment by Hearst in the
Company by the Antitrust Division of the Department of Justice.

The Company owns certain life insurance policies received in conjunction with an acquisition. In fiscal year 2006, the
Company determined one of the policies, with a face value of $5.0 million, relates to an individual who passed away in 2002.
While the Company believes it is entitled to the $5.0 million face value proceeds, the Company will record the proceeds
when collection is assured.

The Company is involved in other litigation arising in the ordinary course of business. In management’s opinion, the
outcome of these legal proceedings will not have a material adverse impact on its financial condition, results of operations, or
liquidity.

Note 12: Related Party Transactions

The Company is party to a consulting agreement, renewable annuaily, with Mr. Richard B. Scudder, the Chairman of the
Board of MediaNews, which requires annual payments of $300,000.

From 1996 through July 2002, the Company advanced to the Singleton Irrevocable Trust funds to pay the premiums on
cash surrender value life insurance policies covering Mr. William Dean Singleton, the Vice Chairman of the Board and Chief
Executive Officer of MediaNews, and his wife. The cash surrender value life insurance policies were originally purchased in
order to mitigate the impact of estate taxes that may be due on MediaNews stock held in the Singleton Revocable Trust. The
Singleton Revocable Trust benefits Mr. Singleton’s children. The amount advanced as of June 30, 2006 and 2005 was $1.5
million. Advances will be repaid when the policy is surrendered or earlier at Mr. Singleton’s option. No interest is charged
on these advances. See Note 11: Commitments and Contingencies for further discussion of Mr. Singleton’s amended
employment agreement.

The Company has an employment and shareholder agreement with the Company’s President. See Note 11: Commitments
and Contingencies for further discussion.

The Company uses Hughes Hubbard & Reed LLP as one of its legal counsel. Mr. Howell E. Begle, Jr., a board member
and general counsel of the Company, is Of Counsel to Hughes Hubbard & Reed LLP.

The Company is party to a management agreement with the California Newspapers Partnership, which prior to being
amended as described below provided MediaNews with a management fee of 1.25% of revenues and thereby reducing the
Company’s total corporate overhead, the effect of which is a reduction of the impact minority interest expense has on its
consolidated statement of operations. In connection with the acquisition of the Contra Costa Times and the San Jose
Mercury News, and the related contribution of those publications into the California Newspapers Partnership, the CNP
management agreement was revised. Effective August 2, 2006, the revised agreement calls for annual management fees of
$5.4 million, subject to annual adjustments based on actual costs and the operating performance of CNP.

In addition, in connection with the restructuring of the Texas-New Mexico Newspapers Partnership, the Company as
managing controlling partner is provided an annual management fee of $75,000 by the partnership, subject to annual
adjustment.

In August 2004, the Company purchased the Colorado residence of Mr. Gerald Grilly (the Company’s Chief Operating
Officer at the time) for $2.7 million in conjunction with his relocation to Los Angeles, California. Mr. Grilly’s relocation
was requested by MediaNews. In May 2005, the Company sold the residence for $2.5 million.

See Note 5: Acquisitions, Dispositions and Other Transactions regarding the Company’s purchase of The Park Record in
Park City, Utah.
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Note 13: Other (Income) Expense, Net

Included in other (income) expense, net are the following items:

Years Ended June 30,

2006 2005 2004
(In millions)

Change in estimated option repurchase price............... $ — $ (58 $ @0
Hedging, net.......ccccovvninininiieiec e 0.8 0.4 2.1
Bank fees......ccovveivieeiein e 0.2 0.7 0.4
Salt Lake ownership litigation................ccccvovevveeeeenne. 1.3 0.8 2.2
Freedom acquisition bid.........cccccocoviivviiiiioieicnn. — — 1.0
Debt redemption premiums and write-off of deferred

dEbt COSS .ttt — 9.2 93
Write-off of KTBY escrow and other prepaid

ACAUISIEION COSLS vttt — — 1.1
Preferred return on Detroit JOA investment (2.0) — —
OLhET .o 1.1 34 5.3

$ 14 $ 87 5 174

Note 14: Equity Investments (Non-JOA)

The following table represents the summary financial data, on a combined basis, for the Company’s non-JOA equity
investments (the entities represented in the table below are included at 100%).

Years Ended June 30,
2006 2005 2004

(In thousands)

Current asSets ......ooevevicveeeiiiieeeeeeeee, $ 64,123 § 57,894 $ 58,924
Non-current assets .....cocveevvveeeevveveeeevneennne, 167,986 192,164 216,640
Current liabilities..........cocvevviveeereeerienennn, 35,854 30,117 29,723
Non-current liabilities............c.coovveeeerenn. 47,492 67,404 . 92,967
Total revenues ..........cocoovevvvvvvenerirreennn, 257,185 257,816 266,865
Net INCOME ...vveveieeeeeiieieiieeeeeeeeeeee e, 27,405 35,605 30,260

See Note 4: Investments in California Newspapers Partnership and Texas-New Mexico Newspapers Partnership for
discussion of our accounting for the Texas-New Mexico Newspapers Partnership whereby prior to December 26, 2005, the
Company accounted for its interest in the partnership as an equity investment. Effective December 26, 2005, the partnership
became a consolidated subsidiary of the Company. The Texas-New Mexico Newspapers Partnership results are reflected in
the above table through December 25, 2005. Also, beginning February 1, 2006, the results of Prairie Mountain Publishing
Company are included above (discussed further in Note 5: Acquisitions, Dispositions and Other Transactions).

Note 15: Career Restricted Stock Unit Plan

Effective June 29, 2005, the Company adopted a Career Restricted Stock Unit (“RSU™) Plan intended to encourage
retention and reward performance of selected senior management of the Company and its affiliates over a significant period
of time.

The RSU Plan is administered by the Company’s board of directors (or a designated committee). The RSU Plan provides
for the award to members of senior management selected by the board (or committee) for participation in the Plan of such
number of restricted stock units (“RSUs™) at such time or times as determined by the board (or committee) in its discretion.
Each RSU represents the right to receive one share of the Company’s new class of Class B common stock (which is non-
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voting and does not pay dividends, but which is convertible into Class A in certain circumstances), subject to vesting and
other requirements. RSUs granted to a participant vest upon the later to occur of:

e the earlier of (x) the completion of 20 years of continuous service with the Company or its affiliates or (y)
attainment of age 67 while still employed by the Company or its affiliates; or

e the date on which the participant (a) has completed at least five years of participation in the RSU Plan and (b) has a
combined age and years of continuous service with the Company and or affiliates of at least 72.

RSUs also fully vest upon the occurrence of a “Change in Control” (as defined) and vest pro rata in the event of the
participant’s death, disability or termination of employment by the Company without cause. Any RSUs not so vested are
forfeited upon the participant’s termination of employment, unless otherwise determined by the board (or committee) in its
sole discretion.

Shares of the Company’s Class B common stock are issued to holders of vested RSUs upon the earliest of the
participant’s separation from service, the participant’s disability and the occurrence of a “Qualified Change in Control” (as
defined).

Recipients of shares issued pursuant to RSUs have the right to require the Company to repurchase a number of shares at
their then fair market value (as determined by formula outlined in the RSU plan) that is sufficient to enable them to pay taxes
due in connection with such issuance, provided that the board of directors may suspend such right at any time. At any time
following the six-month anniversary of the date of issuance of shares of such Class B common stock, the Company has the
right to repurchase such shares at their then fair market value (as determined by formula outlined in the RSU plan). Such
repurchase rights will terminate if the Company consummates an initial public offering.

The issuance of up to 150,000 shares of the Company’s Class B common stock is authorized under the RSU Plan. RSU
grants of 10,105 units were made July 14, 2005 to certain executive officers of the Company, the fair value of which was
approximately $3.7 million. Approximately $0.6 million was recognized in selling, general and administrative expense in
fiscal year 2006 (the tax benefit related thereto was $0.2 million). None of the grants have vested. As of June 30, 2006, the
total compensation cost related to nonvested grants not yet recognized was $3.1 million and is expected to be recognized over
a weighted average period of 6 years.

Note 16: Subsequent Events
Acquisition

On August 2, 2006, MediaNews and The McClatchy Company (“McClatchy”) consummated the closing under the Stock
and Asset Purchase Agreement dated as of April 26, 2006, between the Company and McClatchy, pursuant to which
California Newspapers Partnership, a 54.23% subsidiary of the Company, purchased the Contra Costa Times and the San
Jose Mercury News and related publications and Web sites for $736.8 million. The acquisition, including fees, was funded in
part with contributions of $340.1 million from the Company’s partners in CNP. The Company’s share of the acquisition,
including fees, was approximately $403.0 million and was funded with borrowings under a new term loan “C” and its
existing bank revolver (see Note 16: Subsequent Events — Credit Agreement Amendment)

On August 2, 2006, Hearst and McClatchy consummated the closing under the Stock and Asset Purchase Agreement
dated as of April 26, 2006, between Hearst and McClatchy, pursuant to which Hearst purchased The Monterey County
Herald and the St. Paul Pioneer Press and related publications and Web sites for $263.2 million.

Hearst Stock Purchase Agreement

On August 2, 2006, MediaNews and The Hearst Corporation (“Hearst”) entered into a Stock Purchase Agreement (the
“MediaNews/Hearst Agreement”) pursuant to which (i) Hearst agreed to make an equity investment of up to $299.4 million
(subject to adjustment under certain circumstances) in the Company (such investment will not include any governance or
economic rights or interest in the Company’s publications in the San Francisco Bay area) and (ii) the Company has agreed to
purchase from Hearst The Monterey County Herald and the St. Paul Pioneer Press with a portion of the Hearst equity
investment in the Company. The equity investment will afford Hearst an equity interest of approximately 30% (subject to
adjustment in certain circumstances) in the Company after excluding its economic interest in the San Francisco Bay area
newspapers. The equity investment by Hearst in the Company is subject to antitrust review, currently underway by the
Antitrust Division of the Department of Justice. The Antitrust Division has requested information and documents in
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connection with this review, and the Company is in the process of responding to the request. The Company has agreed to
manage The Monterey County Herald and the St. Paul Pioneer Press during the period of their ownership by Hearst, with the
Company retaining all the net cash flows from these newspapers as a management fee. The Company also agreed that at the
election of MediaNews or Hearst, the Company will purchase The Monterey County Herald and the St. Paul Pioneer Press, if
requested, from Hearst for $263.2 million (plus reimbursement of Hearst’s cost of funds in respect of its purchase of such
newspapers) if for any reason Hearst’s equity investment in the Company is not consummated within six months. The
Company would need to obtain additional financing to fund this purchase, if required.

Litigation

On July 14, 2006, an individual filed suit against the Company in California alleging antitrust violations based on the
Company’s purchase of certain California newspapers from McClatchy and Hearst’s proposed investment in the Company’s
non-Bay area assets. The individual sought a temporary restraining order enjoining the Company from acquiring these
newspapers and enjoining Hearst’s proposed investment in the Company’s non-Bay area assets, which the court denied in full
on July 28, 2006. The Company is contesting all of the individual’s substantive claims vigorously. Trial is scheduled for
February 2007. If the Company loses on one or more counts, it could be required to divest one or more of the acquired
newspapers, and/or the Hearst investment in the Company’s non-Bay area assets could be enjoined. In addition, if the
Company loses on any count, it may have to pay the complainant’s reasonable legal costs as provided by statute.

Credit Agreement Amendment

On August 2, 2006, the Company entered into an amendment to its December 30, 2003 bank credit facility (the “amended
facility”). The amended facility was entered into in order to authorize a new $350.0 million term loan “C” facility and to
approve the purchase of the Contra Costa Times, San Jose Mercury News, The Monterey County Herald and the St. Paul
Pioneer Press by the Company.

The amended facility maintains the $350.0 million revolving credit facility, the $100.0 million term loan “A”, the $147.3
million term loan “B” facility, and provides for the $350.0 million term loan “C” facility, which was borrowed on August 2,
2006 and used, along with borrowings under the Company’s bank revolver of $56.3 million, to fund the remainder of its
portion of the purchase price for the Contra Costa Times and the San Jose Mercury News and the related fees to amend the
facility.

Term loan “C” bears interest based upon, at the Company’s option, Eurodollar, plus a borrowing margin of 1.75%, or
base rate, plus a borrowing margin of .75%. Term loan “C” requires quarterly principal payments as follows: $0.875 million
through June 2012; and $82.25 million from June 2012 through March 2013, with the remaining balance due at maturity on
August 2, 2013. Amounts repaid under the term loan “C” facility will not be available for re-borrowing.

The amended facility also contained certain definitional changes used in calculating the maximum consolidated debt to
consolidated operating cash flow ratio as well as increasing the maximum coverage ratio for certain future periods.

The Company paid approximately $4.6 million to amend the facility, which included $1.0 million for the lender to back-
stop the commitment for the borrowing.

Commitments

On August 24, 2006, in connection with the previously described series of transactions involving MediaNews, Hearst and
McClatchy, the Company awarded bonuses to certain of its officers and employees in the aggregate amount of approximately
$1.9 million.

On August 24, 2006, the Company and Gerald E. Grilly, Executive Vice President and Chief Operating Officer of the
Company, agreed that Mr. Grilly would retire from the Company effective August 31, 2006. In connection therewith, Mr.
Grilly will receive severance of $1.25 million payable over three years, $150,000 bonus associated with the August 2, 2006
acquisition as well as $250,000 in connection with the Company’s long-term compensation plans.
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Building Sale

In July 2006, the Company sold its office building in Long Beach, California for approximately $20.0 million. The
Company expects to recognize a gain on the sale of the building. In conjunction with the sale of the building, the Company
entered into a 15-year lease agreement for space to house its Long Beach operations. The lease term commences once the
new space is ready to be occupied, which is expected to be in the second quarter of the Company’s fiscal year 2007. The
expected minimum lease payments are included in the disclosure of future minimum payments for operating leases in Note 7:
Leases.

Original Apartment Magazine

In September 2006, the California Newspapers Partnership agreed to sell the Original Apartment Magazine for
$14.0 million plus a potential earnout of $1.0 million based on increases in the Original Apartment Magazine's revenue over
a twelve-month period ending August 2007. The expected closing date is September 29, 2006.
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Third Amended and Restated Partnership Agreement for California Newspapers Partnership, a Delaware General
Partnership, by and among West Coast MediaNews LLC; Stephens California Media; The Sun Company of San
Bernardino, California; California Newspapers, Inc.; Media West—SBC, Inc. and Media West—CNI, Inc., dated
as of August 2, 2006

Purchase Agreement, dated as of April 30, 2004, between Buckner News Alliance, Inc., MediaNews Group, Inc.,
York Newspapers Holdings, LLC, MediaNews Group Interactive and York Daily Record LLC and related side
letter (incorporated by reference to Exhibit 10.20 to the registrant’s June 30, 2004 Form 10-K)
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Master Restructuring and Purchase Agreement, dated as of May 7, 2004, among Daily Gazette Company,
MediaNews Group, Inc., Charleston Publishing Company and Charleston Newspapers (incorporated by reference
to Exhibit 10.21 to the registrant’s June 30, 2004 Form 10-K)

Stock Purchase Agreement dated January 4, 2005, by and among MediaNews Group, Inc., as purchaser, and The
Singleton Family Revocable Trust and Peter Bernhard, as sellers (incorporated by reference to Exhibit 10.1 to the
registrant’s Form 10-Q for the period ended December 31, 2004)

MediaNews Group, Inc. Career RSU Plan (incorporated by reference to Exhibit 99.1 to the registrant’s Form 8-K
filed July 5, 2005)

Shareholder Agreement dated as of July 1, 2005, as amended as of September 22, 2005, by and among
MediaNews Group, Inc. and Joseph J. Lodovic, IV (incorporated by reference to Exhibit 10.24 to the registrant’s
June 30, 2005 Form 10-K)

Agreement dated April 26, 2006 between MediaNews Group, Inc. and The Hearst Corporation (incorporated by
reference to Exhibit 99.3 to the registrant’s Form 8-K filed May 1, 2006)

Agreement dated April 26, 2006 between MediaNews Group, Inc., Gannett Co., Inc., and Stephens Group, Inc.
(incorporated by reference to Exhibit 99.4 to the registrant’s Form 8-K filed May 1, 2006)

Stock Purchase Agreement dated as of August2, 2006 between MediaNews Group, Inc. and The Hearst
Corporation (incorporated by reference to Exhibit 99.1 to the registrant’s Form 8-K filed August 8, 2006)
Subsidiaries of MediaNews Group, Inc.

Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
0f 2002

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002
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il
MEDIANEWS GROUP, INC. AND SUBSIDIARIES
SCHEDULE 11 - VALUATION AND QUALIFYING ACCOUNTS I.
FISCAL YEARS ENDED JUNE 30, 2006, 2005 AND 2004
Balance at Additions Acquisitions "

Beginning of Charged to Net (Dispositions), Balance at
Period Expense, Net Deductions Net End of Period II
YEAR ENDED JUNE 30, 2006 (In thousands)
Reserves and allowances deducted from asset accounts: ll
Allowance for doubtful accounts $ 6,901 $ 9,893 $ (8,091 $ 579 $ 9,282
YEAR ENDED JUNE 30, 2005 I'
Reserves and allowances deducted from asset accounts:
Allowance for doubtful accounts $ 7,625 $ 8,065 $ (8,874) $§ 85 $ 6,901
YEAR ENDED JUNE 30, 2004 Il

Reserves and allowances deducted from asset accounts:
Allowance for doubtful accounts $ 7,887 $ 7,405 $ (7,668) $ 1 $ 7,625 I'

See notes to consolidated financial statements. .'
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Exhibit 21.1
SUBSIDIARIES OF MEDIANEWS GROUP, INC.

Subsidiary

State of Incorporation

Northwest New Mexico Publishing Company (59.4% ownership percentage in Texas-
New Mexico Newspapers Partnership, which includes: Las Cruces Sun-News, The
Deming Headlight, Alamogordo Daily News, Ruidoso News, The Daily Times
(Farmington), Carlsbad Current-Argus, El Paso Times, York Daily Record, The York
Dispatch, The Evening Sun (Hanover), Lebanon Daily News)...........cc.ccoceveeieveveeeeeeeanennn,
Texas-New Mexico Newspapers Partnership .........ccocoviovieioiioiceceecee,
The York Newspaper COMPANY ..........c.oeevovieeeuieeeeieeeeeeeeeiee e,
York Dispatch LLC ... e
York Daily Record — York Sunday News, LLC........ccoooovevvviiiiiiiiiecece e,
Los Angeles Daily News Publishing Company, (Daily News)..........ccoccevvveececeirereeeerenannn.
Long Beach Publishing Company, (Press-Telegram) ..........ccccccueeveeoeeioceeeeeeieeaeecneninn
Graham Newspapers, Inc., (The Graham Leader, KSWA, KWKQ, KLXK, KROO) .............
New England Newspapers, Inc. (North Adams Transcript, Brattleboro Reformer,
Bennington Banner, The Berkshire Eagle (PittSfield) ............c..coooeeeeeeecciciiiieieeiin
New England Internet Media Publishing, INC............cccoooiiiii i
Clock Tower Condominium Association
Lowell Publishing Company, (The Sur) .........ccccecuvviireeirieiieiee e
Lowell Internet Media Publishing Company, Inc.....c..ccccoveveeeniecineneiiireciceecee
The Denver Post Corporation, (The Denver Post)..........c.cccccocooeeeiiiiiiiicoiiieeeoeeeeeeerenn.
Eastern Colorado Publishing Company ..............ccccoooeioiiieiiie e
MediaNews Group Interactive, INC.........ccocviirieniiininieiiticreeecee ettt
Rate Watch, INC. ..ot sttt
MNG/PowerOne Media Holding Company, Inc. .........cccovvvierereceieicce e S
West Coast MediaNews LLC (54.23% Ownrership percentage in California Newspapers
Partnership which includes: The Oakland Tribune, Tri-Valley Herald (Pleasanton),
The Argus (Fremont), The Daily Review (Hayward), Alameda Times-Star, San
Mateo County Times, Inland Valley Daily Bulletin (Ontario), Enterprise-Record
(Chico), San Gabriel Valley Tribune, Whittier Daily News, Pasadena Star-News,
Times-Standard (Eureka), Mercury-Register (Oroville), Times-Herald (Vallejo),
Marin Independent Journal, Lake County Record-Bee (Lakeport), The Daily
Democrat (Woodland), Ukiah Daily Journal, Redlands Daily Facts, Red Bluff Daily
News, The Sun (San Bernardino), Paradise Post, The Reporter (Vacaville), Original
Apartment Magazine, LA.COMY) ............cccoooiviioiiiiiiccciiiteeeee e
California Newspapers Partnership .........ccocoovievioiiiciieceece e
California Newspapers Limited Partnership............cccccooeeeieviii i
Connecticut Newspapers Publishing Company, (Connecticut Post) ..............c..cccocvvvenernrn.
Alaska Broadcasting Company, Inc., (Northern Television, Inc. KTVA) .............cccocuee......
MedialNEWs SEIVICES, INC. c.uiiiviiiiiiiiiicet ettt et e ettt e et e e e e eeeeeee e e s e eeeesaseres
Utah Media, Inc., (The Park ReCOFd) ..........c.cocooeomieeieiiieieeeecveeeeeeeeeere e
Keamns-Tribune, LLC, (The Salt Lake Tribune) .............c.cccouvoeieevieeieeiirireeeceneeses e
Nimitz Paper COMPANY ........cocoeeirirnietreinieereisieteven ettt enens
The Detroit News, INC., (The Detroit NEWS) ..........c..ccccuvvoeeerrereieeeeeeee e rerareren e
Charleston Publishing COMPANY .........cccccveiiiriiiiririiiiecrerceeeeeee et

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Delaware
Delaware
Delaware
Delaware
Alaska
Delaware
Delaware
Delaware
Delaware
Michigan
Delaware



Exhibit 31.1

CERTIFICATION

I, William Dean Singleton, certify that:

1. I have reviewed this Annual Report on Form 10-K of MediaNews Group, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant, including
its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

(b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(c) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case
of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of
directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: September 26, 2006
/S/William Dean Singleton

William Dean Singleton
Vice Chairman, Chief Executive Officer and Director




Exhibit 31.2

CERTIFICATION

1, Joseph J. Lodovic, IV, certify that:

—_—

I have reviewed this Annual Report on Form 10-K of MediaNews Group, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant, including
its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared,

(b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(c) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case
of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of
directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: September 26, 2006
/S/Joseph J. Lodovic, 1V

Joseph J. Lodovic, IV

President




Exhibit 31.3

CERTIFICATION

I, Ronald A. Mayo, certify that:

1. Thave reviewed this Annual Report on Form 10-K of MediaNews Group, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of,
and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant, including
its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared,

(b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(c) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case
of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and 1 have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of
directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: September 26, 2006

/S/Ronald A Mayo

Ronald A. Mayo

Vice President & Chief Financial Officer




Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of MediaNews Group, Inc. (the “Company”) for the year ended
June 30, 2006 as filed with the Securities and Exchange Commission on the date hereof (the “Report™), 1, William Dean
Singleton, Vice Chairman, Chief Executive Officer and Director of the Company, certify, pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:

(1 The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act
of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and

results of operations of the Company.

/s/ WILLIAM DEAN SINGLETON
William Dean Singleton,
Vice Chairman, Chief Executive Officer
and Director
September 26, 2006




Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K of MediaNews Group, Inc. (the “Company™) for the year ended
June 30, 2006 as filed with the Securities and Exchange Commission on the date hereof (the “Report™), I, Ronald A. Mayo,
Vice President and Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:

(nH The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act
of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and

results of operations of the Company.

/s/ RONALD A. MAYO
Ronald A. Mayo
Vice President and
Chief Financial Officer
September 26, 2006
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Our corporate mission is to be the leading
provider of local news, information and
services in our strategicaily located markets
by continually expanding and leveraging
our newsgathering resources. We will
proactively identify and develop strategic
partnerships and relationships to enhance
our content and services while integrating
our content for dissemination across all
available distribution platforms in our
markets, starting with the local newspaper.
We will continually strive to improve

our profitability, while being a strong
community partner and strengthening our

work environment for our employees.

Company Brief

MediaNews Group is one of the largest
newspaper companies in the United States
situated throughout California, the Rocky
Mountain region and the Northeast.

We are privately owned and operate

54 daily newspapers in 12 states with
combined daily and Sunday circulation of
approximately 2.6 million and 2.9 million,
respectively. Each of our newspapers
maintains a Web site focused on local news
content. These Web sites are hosted by
MediaNews Group Interactive, our new
media division, and are aggregated along
with our content under the umbrella site
www.newschoice.com. We own a television
station, a CBS affiliate, in Anchorage, AK,
and we also operate radio stations in Texas.

Financial Highlights

PRO RATA
June 30,

For Fiscal Year Ended™ (Dollars in millions) 2006 2005 2004
TOTAL REVENUES $1,1324  $1,081.8 $1,049.9
Adjusted EBITDA Available to Company 144 .4 161.0 156.6
TOTAL ASSETS $1,427.8  $1,365.8 $1,369.2
Total Minority Interest 207.4 153.6 165.1
Long-Term Debt and Capital Leasés, Net @ 882.8 875.5 863.1
Leverage Ratio® 5.8 5.3 5.4
Senior Leverage Ratio® 2.6 2.5 1.3

(1) Our newspapers that are operated under the terms of a joint operating agreement have been consoli-
dated in the income statement data on a pro-rata basis. The Adjusted EBITDA Available to Company includes
our proportionate share of EBITDA from the Texas-New Mexico Newspapers Partnership and Prairie Moun-

tain Publishing Company. See details and reconciliation in Form 10-K.

(2) See definition and reconciliation in Item 6: Selected Financial Data in Form 10-K.

{3) Leverage ratio is calculated based on the Company’s indentures, except debt has been reduced by cash in
excess of $2.0 million. Adjusted EBITDA used in the calculation includes pro forma adjustments for acquisitions
and dispositions that occurred during the year and is reduced by the minority share therein.

{4) Calculations are based on definitions contained in our amended and restated credit agreement dated August 2,
2006. Fiscal years 2005 and 2004 are based on our previous bank credit agreement.

$1,200.0 -

TOTAL REVENGES'

$1,100.0 -

$1,050.0 -

IN MILLIONS

$1,000.0 -

$950.0 4
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iscal 2006 was a milestone year for MediaNews

Group. Several years ago, we set a goal of becoming

one of the top five newspaper companies in the

country in terms of daily circulation, believing that
a top five newspaper company will have the scale necessary to
succeed long term. On April 26, 2006, we signed agreements
to purchase the San Jose Mercury News, Contra Costa Times,
Monterey County Herald, and St. Paul Pioneer Press for
$1.0 Billion. The acquisition closed on August 2nd, vaulting
MediaNews Group to the fourth largest newspaper company
in the country.

More importantly, we’ve acquired strong newspapers in
good markets. In addition, the California newspapers are
strategically located around our existing Alameda Newspaper
Group cluster and will provide significant synergies over the
next several years.

St. Paul adds a new growth market to our footprint and offers
the opportunity for margin improvement.

With this acquisition, we added 650 thousand and 750
thousand daily and Sunday circulation, bringing our total
daily and Sunday circulation to 2.6 Million and 2.9 Million,
respectively. We added $0.6 Billion of revenue, taking our pro
forma revenue (1nclud1ng our pro rata share of unconsolidated
JOAs) to $1.8 Billion: And more importantly, we have added
3,200 talented employees They hit the ground running and are
helping to make & smooth transition and quick realization of
the significant synergles included in our plan.

In summary, this acqulsmon posmons MedlaNews for a bright
future as a result of increased scale, significant synergies,
dynamic markets, and an increased talent pool.

We completed several other strategic transactions in fiscal 2006
as well. Here is a brief summary:

* In December 2005, we expanded our Texas-New Mexico
Newspapers Partnership. We contributed our Pennsylvania
newspapers and Gannett contributed Chambersburg
PA, which is located contiguous to our Pennsylvania
newspapers. As a result, we gained a controlling interest of
59.4%, up from 33.8%.

* In February, we formed a new partnership, Prairie Mountain
Publishing Company, with E.W. Scripps Company,
owned 50% each. We contributed our Eastern Colorado
newspapers and Scripps contributed the Daily Camera in
Boulder. This partnership aligns our interests consistent
with our 50/50 JOA in Denver. As a result, we are now
able to achieve synergies between the Denver JOA and
the new partnership that weren’t previously possible.

To Our Stakeholders

goseph J. Lodovic, 1V and William Dean Singleton

OPERATIONS AT A GLANCE

Meanwhile, we kept our focus on operations as well. For
the year, revenue grew to a record $1.18 Billion, up slightly
from fiscal 2005 ( calculated on a pro forma basis as if the
partnership transactions discussed above had occurred at the
beginning of fiscal year 2005 and including our pro rata share
of unconsolidated JOAS).

Our top line performance during the first half of the year
approximated the industry as a whole. However, in the second
half of the year, we performed slightly below the industry, due
entirely to the underperformance of our Denver JOA. In fact,
we outperformed the industry each quarter after excluding the
Denver JOA.

Our revenue growth was not sufficient to overcome higher
newsprint prices and employee costs, largely due to higher
benefit costs. As a result, our newspapers saw a 7.4% decline in
EBITDA, almost half of which was attributable to the Denver
JOA. We expect these cost pressures to moderate in fiscal 2007
and beyond as newsprint prices appear to have peaked. In addition,
we completed our Salt Lake JOA office building and production
facility in the fourth quarter, which will result in savings in fiscal
2007. We will be even more vigilant in managing costs and
looking for new efficiencies in fiscal 2007 and beyond.

As a result of Denver’s underperformance, we and Scripps,
our JOA partner, agreed to make several management changes.
In addition, we agreed to consolidate our two printing plants
into one to bring down costs significantly. The new plant is
expected to have a four-year payback on invested capital after
it comes online in January 2008. With a new management
team, an improving local economy, and a lower cost structure,
we expect Denver’s performance to improve steadily and
significantly over the years ahead.




The second half of our year was particularly challenging, as
was the case industry wide, as national advertising softened
and classified auto weakened further. These categories hit
our larger California newspapers and Denver particularly
hard. The retail category was also challenging in our larger
markets, particularly Denver. We expect these categories to
improve in fiscal 2007.

INTERACTIVE MEDIA

MediaNews Group’s interactive operations experienced
exceptional growth again in 2006. Revenue (calculated
on a pro forma basis as if the fiscal year 2006 partnership
transactions previously discussed had occurred at the
beginning of fiscal year 2005, and including our pro rata
share of unconsolidated JOAs) grew 39% from 2005 to
$57.2 Million. Contributions to EBITDA grew 53% from
2005 to $26.8 Million. Interactive media now represents 5%
of total MediaNews revenue and over 13% of MediaNews
Group’s EBITDA. Traffic to our sites also grew in 2006,
with pageviews growing 7% and ad impressions growing
14% compared to fiscal 2005.

o.Mf#‘: ‘_.wi—u ' W — n\—-l--
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This growth was fueled largely by recruitment, automotive
and real estate advertising which together represent 72% of
our interactive revenue. Our partnership with Yahoo! HotJobs
whereby our recruitment listings are distributed on the Yahoo!
network was extremely successful in 2006 and allowed us to
deliver greater value to our recruitment advertisers.

In fiscal 2006, we increased our focus on our user experience
with a goal of building reader loyalty and engagement by
delivering relevant, compelling and personalized information
through a simple, intuitive user experience. The implicit and
explicit user data collected will help our sites become a more
attractive option for our advertisers.

We recently created a new position at MNGi, Vice President
of Content Development, to help our sites improve the depth
and breadth of their online content. This focus has resulted
in a marked increase in breaking news and an explosion in
bloggers throughout our sites. In fiscal 2007, we will continue
this effort and plan to launch several new content initiatives,
including a Mobile eNewspaper in partnership with Amazon,
news-to-handheld (WAP) opportunities for readers, and niche
products aimed especially at the under 30 visitor.
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Focus oN THE FUTURE

MediaNews is excited about its future. We accomplished much
in Fiscal 2006, and we are well positioned. But, there is work
to be done. A few weeks ago, we named Steve Rossi, formerly
of Knight Ridder, our new Chief Operating Officer. Steve will
be instrumental in helping with the integration of our recently
acquired newspapers. In addition, Steve brings valuable skills
and experience to MediaNews.

In addition to cost control and acquisition integration, here’s a
quick look at our strategic priorities in fiscal 2007.

* Niche Publications — While our newspapers have launched
a number of niche publications, we have yet to scratch
the surface of this opportunity. We anticipate bringing
an executive on board to spearhead this initiative. With
corporate oversight, we can launch products quicker and
more cost effectively.

Interactive Media — We are exploring a strategic
partnership surrounding classified verticals, local search,
and publishing tools to enable MediaNews to leverage
the value of a national network and create a better online
experience on a more cost effective basis.

In addition to classified revenue, we will focus on
new revenue initiatives aimed at capitalizing on our
improved user experience, richer content and data
analytics. These initiatives include targeted and contextual
advertising, packaged click products and search
sponsorship opportunities.

Capitalize on Audience Growth — Because of our
rapid online growth and focus on specialty products,
our audiences are growing — despite a decline in paid
print circulation in some of our markets. While we will
continue to focus on maintenance of paid circulation,
we must learn how to better measure our total reach and
monetize that audience.

SALT LAKE TRIBUNE UPDATE

Not much has happened with our ongoing litigation
surrounding The Salt Lake Tribune option during the last
year. The 10th Circuit has sent the appraisal issue back to
the district court for further review. No schedule has been
set, but we remain confident that the third appraisal will be
upheld. A more complete discussion of this litigation can
be found in the footnotes to our annual financial statements.

HEARST INVESTMENT

As part of the financing of our August 2nd acquisition, Hearst
agreed to invest approximately $300.0 million in a class of
stock that excludes our Bay Area assets. The transaction
was structured to avoid potential antitrust concerns. As
expected, the Department of Justice has requested additional
information. It is not clear how long the review process might
take, but we remain confident that the Hearst investment will
ultimately be approved.

LOOKING AHEAD

While we recognize that the newspaper industry is experiencing
rapid change, we are excited about participating and leading
that change. Our future is bright because the people in the
communities we serve continue to look to us each day, in print or
online, for news and information that they can’t get elsewhere.
They expect us to be the eyes and ears for the communities they
live in. And, they want news and information that is relevant to
their lives. We are focused on meeting our readers’ needs and
delivering our advertisers the audience they desire to reach.

Finally, we recognize the hard work and efforts of our 10,000
plus talented employees. Our confidence in them gives us the
confidence that we will meet and exceed our goals.

Sincerely,

b T S b
William Dean Singleton
Vice Chairman & CEO

ek Yt
Joseph J. Lodovic, IV
President
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Directors

Richard B. Scudder

Chairman, MediaNews Group, Inc. MediaNews Group, Inc.

101 W. Colfax Avenue, Suite 1100
Denver, CO 80202

(303) 954-6360

William Dean Singleton
Vice Chairman and Chief Executive Officer
MediaNews Group, Inc.

STAKEHOLDER INFORMATION

CREDITS

Photography
John Sunderland, Craig F. Walker and
John Leyba, The Denver Post

Design
Publication Design, Inc.
Cindi Sherman, Art Director

(303) 954-6320 (fax)
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1rculation

Media News Group Paic

The following table sets forth paid circulation of each of our daily newspapers. The JOA data for daily circulation reflects only our newspapers’ share of the combined
circulation; however Sunday circulation for Denver and York reflect the combined JOA circulation as only one newspaper is published on Sunday for these JOAs:

PAID CIRCULATION AT MARCH 31, 2006

Morning®™

Evening® Daily Sunday

The Denver Post, Denver, CO (JOA) M 255,452 704,806
The Detroit News, Detroit, MI (JOA) E 214,934 ™
St. Paul Pioneer Press, St. Paul, MN M® 191,136 251,565
Daily News, Los Angeles, CA M® 157,020 187,740
The Salt Lake Tribune, Salt Lake City, UT (JOA) M 131,711 151,422
Press-Telegram, Long Beach, CA M® 91,462 95,771
Connecticut Post, Bridgeport, CT M 77,944 85,772
The Sun, Lowell, MA E 48,153 50,096
The Monterey County Herald, Monterey, CA M® 29,792 32,866
The Berkshire Eagle, Pittsfield, MA M 26,714 30,170
Charleston Daily Mail, Charleston, WV E 24,306 ®
Sentinel & Enterprise, Fitchburg, MA E 16,510 17,781
Brattleboro Reformer, Brattleboro, VT M 9,792 @
Bennington Banner, Bennington, VT M 71,375 @
North Adams Transcript, North Adams, MA E 6,279 )
Subtotal 1,288,580 1,607,989

California Newspapers Partnership (consolidated. 54.2

3% owned):

San Jose Mercury News, San Jose, CA MY 242,865 263,373
Contra Costa Times, Walnut Creek, CA M 178,911 190,613
ANG Newspapers, San Francisco Bay Area, CA ® 199,290 189,329
San Gabriel Valley Newspaper Group, CA Y 90,478 90,691
The Sun, San Bernardino, CA M@ 66,826 72,821
Inland Valley Daily Bulletin, Ontario, CA M@ 59,552 66,318
Marin Independent Journal, Marin, CA E 39,688 40,223
Enterprise-Record/Oroville Mercury-Register, Chico & Oroville, CA M 32,168 33,374
Times-Standard, Eureka, CA M 19,149 20,943
Times-Herald, Vallejo, CA M 19,284 20,525
The Reporter, Vacaville, CA M 17,427 18,749
Daily Democrat, Woodland, CA E 9,263 9,441
The Ukiah Daily Journal, Ukiah, CA E 7,156 7,233
Redlands Daily Facts, Redlands, CA E?® 7,071 6,875
Lake County Record-Bee, Lakeport, CA M 7,286 ®
Red Bluff Daily News, Red Bluff, CA E 7,205 )

Subtotal
Texas-New Mexico News

apers Partnershi

p (consolidated, 59.4% owne

d):

1,003,619

1,030,508

York Daily Record & The York Dispatch, York Sunday News, York, PA (JOA) M® 79.596 90,651
El Paso Times, El Paso, TX M 71,563 85,654
Las Cruces Sun-News, Las Cruces, NM M 21,905 25,031
The Evening Sun, Hanover, PA E 19,832 21,286
Lebanon Daily News, Lebanon, PA E 20,531 20,318
The Daily Times, Farmington, NM M 17,627 19,465
Public Opinion, Chambersburg, PA M 16,947 i
Alamogordo Daily News, Alamogordo, NM E 6,498 7,794
Carlsbad Current-Argus, Carlsbad, NM M 7,570 7,491
The Deming Headlight, Deming, NM M 3,000 )

Subtotal 265,069 277,690

Total 2,557,268 2,916,187

Prairie Mountain Publishin

Company, CO (50% owned)

44,058

38,161

Circulation figures are based on the Audit Bureau of Circulation (ABC)

(1) Effective August 2, 2006, we purchased the San Jose Mercury News
(2) Part of Los Angeles Newspapers Group (“LANG™), located in Los A
(3) Alameda Newspapers Group is headquartered in Oakland, California and publishes six daily newspapers:

(Fremont), Alameda Times-Star, and San Mateo County Times. All the newspapers except for the San Mateo Coun
(4) San Gabriel Valley Newspapers Group is located in West Covina, California, and publishes three morning daily newspapers: Pasadena Star-News,

(5) While we own The York Dispatch, we are responsible for the news and editorial content of the York Daily Record and York Sunday News.
(6) We own a 50% interest in Prairie Mountain Publishing Company (“PMP”). PMP publishes three evening newspapers: The Fort Morgan Times. the Journal-Advocate and the Lamar Daily News, published

in Fort Morgan, Sterling and Lamar, Colorado, respectively. (None of these th
(7) The Detroit News and Detroit Free Press publish combined editions on Saturday an

March 31, 2006.

(8) Charleston Daily Mail and Charleston Gazette publish combined edit

ree newspapers pu

responsible only for the news and editorial content of the Charleston Daily Mail.

(9) This newspaper does not publish a Sunday edition.

Fas-Fax Statements for the six-month period ended March 31, 2006, except for The Deming Headlight, which does not report to ABC.
and Contra Costa Times and began managing the St. Paul Pioneer Press and The Monterey County Herald.

ngeles County, California. Combined LANG daily and Sunday circulation is 472,409 and 520,216, respectively.

Oakland Tribune, The Daily Review (Hayward), Tri-Valley Herald (Plcasanton), The Argus
ty Times are morning newspapers. San Mateo does not publish a Sunday newspaper.
San Gabriel Valley Tribune and Whittier Daily News.

blish Sunday editions.) PMP also publishes the Daily Camera, a morning newspaper in Boulder. Colorado.
d Sunday under the combined masthead The Detroit News and Free Press with Sunday circulation of 669,315 at

ions on Saturday and Sunday under the combined masthead the Sunday Gazette-Mail with Sunday circulation of 79,617. We are




NORTHERN CALIFORNIA
Alameda Newspapers Group
Oakland Tribune
The Daily Review (Hayward)
Tri-Valley Herald (Pleasanton)
The Argus (Fremont)
Alameda Times-Star
San Mateo County Times
Times-Herald (Vallejo)
Marin Independent Journal
The Reporter (Vacaville)
Times-Standard (Eureka)
The Ukiah Daily Journal
Lake County Record-Bee
Enterprise Record (Chico)
Mercury-Register (Oroville)
Red Bluff Daily News
Daily Democrat (Woodland)
San Jose Mercury News
Contra Costa Times
The Monterey County Herald

101 W, COLFAX AVE.,, SUITE 1100 =

SOUTHERN CALIFORNIA

Daily News (Los Angeles)
Press-Telegram (Long Beach)

San Gabriel Valley Tribune
Pasadena Star-News

Whittier Daily News

The Sun (San Bemardino)

Infand Valley Daily Bulletin (Ontario)
Redlands Daily Facts

ANCHORAGE, AK
TV. Station KTVA CBS affiliate

UTAH

The Salt Lake Tribune (JOA)
The Park Record {Park City)

TEXAS-NEW MEXICO
NEWSPAPERS PARTNERSHIP

El Paso Times

Las Cruces Sun-News

The Daily Times (Farmington)
The Deming Headlight
Carlsbad Current-Argus
Alamogordo Daily News

GRAHAM, TX
Graham Leader
Graham Radio KSWA/KWKQ

Breckenridge Radio KLXK
and KROO

DETROIT, Mi
The Detroit News (JOA)

DENVER, CO 80202 = 303.954.6360 =

DENVER, CO
The Denver Post (JOA)

PRAIRIE MOUNTAIN
PUBLISHING COMPANY
(50% ownership)

Daily Camera (Boulder)
Journal-Advocate (Sterling)
The Fort Morgan Times
Lamar Daily News

ST. PAUL, MN
St. Paul Pioneer Press

CONNECTICUT
Connecticut Post (Bridgeport)

i MediaNews Group

FAX: 303.954.6320 = WWW.MEDIANEWSGROUP.COM
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NEW ENGLAND j
Benningten Banner (VT) i
Brattleboro Reformer (VT) 4
North Adams Transcript (VIA} N
The Berkshire Eagle Pitisfield, MA) __

The Sun {Lowell, MA) .
Sentinel & Enterprise (Fitchburg, MA) _,~ -

CHARLESTON, WV .
Charleston Daily Mail (JOA) 1
- }N
PENNSYLVANIA i
(Part of Texas-New Mexico J
Newspapers Partnership) I
York Daily Record (JOA) I
The York Dispatch (JOA) i
The Evening Sun (Hanover) -
Lebanon Daily News 1
Public Opinion (Chambershurg) K ‘
-
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